* SELECTIVE MARKtI — AS UFTREND CONSULIDATES * 


PON UNE. WAIT 
WALL STREET. 


Neate FEF IESS Sab ef Is 


‘ ii ila iy aes A 
this base 







; 


- APRIL 24, 1948 


“50 CENTS ; 





» _ THE EFFECT ON OUR ECONOMY we 
> ee — Under Defense Mobilization | 


— Under “All-Out” Preparedness 
By E. A. KRAUSS 


* 


WHICH SECURITIES 
UNDER PREPAREDNESS 


By FREDERICK K. DODGE 
* 
SU ASA Pelli nele) @ ze): 
THE CHEMICAL INDUSTRY 


By J. C. GLIFFORD 











STANDARD O[Limenna 


1s spending 600,000,000 
TO EXPAND FACILITIES 


1. In 1946 Standard Oil (Indiana) and its subsidiaries 
spent $159,000,000 for construction and other new facili- 
ties of all kinds. In 1947 the companies’ capital expendi- 
tures were $220,000,000. Approximately the same amount 
will be spent in 1948. Thus for the three-year period, a 
total of about $600,000, 000 will have been invested in 
expansion and improvement to help meet the unprece- 
dented demand for petroleum products. 


2. Sales in 1947 were $886,300,000, as compared with 
$633,800,000 in 1946. 


3. Net earnings were $94,900,000, as compared with 
$67,600,000 in 1946. 


4. The 1947 capital expenditures were financed with 
$96,000,000 of borrowings, $64,000,000 from net earnings 
for the year, and $60,000,000 from depreciation and 
depletion. (Arrangements have already been made to 
cover the bulk of the prospective 1948 and 1949 capital 
requirements.) 


5. Net crude oil production in 1947 averaged 196,700 


barrels a day, an all-time record and an 11% increase 


over 1946. Several important oil discoveries were made, 
509 wells were completed and 234 wells were purchased. 


6. Crude oil runs at refineries averaged 370,000 barrels 
a day as compared with 341,000 barrels a day in 1946, 


7. The number of employees increased from 42,616 to 
45,967. Payroll and employee benefits were $183,000,000, 
equivalent to an average of $4,091 per employee. Back 
of each employee there is an average capital investment 


of $24,600. 


8. The year 1947 was the 54th consecutive year in which 
dividends have been paid. Reinvestment of earnings has 
greatly increased the stockholders’ equity. During 1947 
the number of stockholders increased to 97,495. No 
organization owns as much as 5% of the stock, and no 
individual owns as much as 1% 


9. Standard Oil and its subsidiaries sell petroleum prod- 
ucts in 40 states. In the 15 North Central states, con- 
taining nearly 4 of the nation’s population, the company 
is the largest refiner and marketer of petroleum products. 





CONSOLIDATED STATEMENT OF INCOME 
AND EXPENSES 


And Summary of Earnings Retained and Invested in the 
Business for the Years 1947 and 1946 





1947 1946 
Sales and operating revenues. $910,746,050 $650,615,964 
Dividends, interest, etc. received. . . 10,710,937 9,452,415 
Gain on sale of investmentsand capitalassets 1,353,318 7,571,191 
Total income...............$922,810.305 $667,639,570 





DEDUCT: 
Materials used, operating and general ex- 

penses other than those shown below. .. .$717,915,210 $507,340,114 
Provision for depreciation, depletion, and 

amortization of properties— 





SDEDIECIRTION «6 5 6s soe ves eee an $ 29,365,616 $ 25,157,878 
Depletion and amortization of drilling 
and development costs. 5 Rca e 17,438,774 13,813,576 





: $ 46,804,390 $ 38,971,454 
Loss on dry holes, retirements and abandon- 





MOPED. 5s ssn baba bas so wlecidewo aves 13,403,888 12,933,658 
$ 60,208,278 $ 51,905,112 
Federal and state income taxes........... 22,229,000 20,867,000 


Other taxes (exclusive of taxes amounting to 
$142,252,684 in 1947 and $128,914,947 in 
ting collected from customers for govern- 








Rare re Snr eee 21,545,740 16,652,044 
PSOE ETS SS eile ie aE 2,144,482 982,527 
Minority stockholders’ interest in net income 

SE WU INIOIRIIES 1, Sc race wictes seins oss ; 3,886,880 2,242,988 

Total deductions............ $827,929,590 $599,989,785 
PINDARCOME Senne eedesteusadanehon $ 94,880,715 $ 67,649,785 


Dividends paid by Standard Oil Company 
(Indiana) —~$2.00 per share in 1947 and 








$1.75 per share in 1946.... ... 30,570,249 26,748,791 
Balance of earnings retained.............. $ 64,310,466 $ 40,900,994 
Earnings retained and invested in the busi- 

ness at beginning of year............... 364,404,010 — 323,503,016 
Earnings retained and invested in the busi- 

OND RO PE ON PERE 6 oes cv ssn nkanwsanced $428.714.476* $364,404,010 








*Including $197,000,000 restricted by terms of debenture and bank- 
loan agreements of subsidiary companies and about $9,500,000 of 
earnings of pipe-line subsidiaries segregated under provisions of Consent 
Decree in Elkins Act suit. 





THE STORY IN FIGURES 


PRODUCTION 1947 1946 
Crude oil produced, net barrels........... 71,811,680 64,533,584 
Oil wells owned, net, at the year end...... 7,772 7,205 
Gas wells owned, net, at the year end..... 579 381 
TRANSPORTATION 
Pipe lines owned, at the year end, miles... 14,114 12,867 
Pipe-line traffic, million barrel miles....... 96,678 81,590 
Tanker and barge traffic, million barrel miles 58,513 51,377 
MANUFACTURING 
Crude oil run at refineries, barrels......... 135,096,034 124,432,303 
Crude-running capacity, year end, barrels 

EURO Ven co pros a islcint ole pes ene ecGesme 403,400 355,750 
MARKETING 
TORR ABIES I OUATE wk. b0So05050 vseeoasend $886,290,397 $633,768,075 
Bulk plants operated, at the year end..... 4,515 4,492 
Retail outlets served, at the year end...... 31,453 30,369 
FINANCIAL 
RePERINOOMIE  s <d sis Sandioass ee eswaewnaun $922,810,305 $667,639,570 
RSE CAPONE. 6a bs Til owaSeneks peaewsen 94,880,715 67,649,785 
APPEAL BAGO ORIG oo bk cs oss ages oo crea ee ets 30,570,249 26,748,791 
Earnings retained in the business......... 64,310,466 40,900,994 
Net earnings per share............0+e-00+ $6.21 $4.43 
Dividends paid per share...........2000-: $2.00 $1.75 
Net worth, at the year end...........00-. $924,870,060 $860,560,177 
Book value per share, at the year end..... $60.51 $56.30 
PEOPLE 
Stockholders, at the year end............. 97,495 97,237 
Employees, at the year end.............6- 45,967 42,616 





«Copies of the 1047 Annual Report available on request as long 
as the supply lasts. Write Standard Oil Company, 
910 S. Michigan Avenue, Chicago 80, Illinois. 
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NOPCO 


FOR CHEMICAL 
PRODUCTS 


Nopco is one of the leading 


makers of processing chemi- 
cals for manufacturers. of 
paints, varnishes, lacquers and 
lubricants . . . paper, leather 
and textiles . .. rubber, metals 
and plastics. Other important 
products are vitamin concen- 
trates, pharmaceuticals and a 
line of cosmetics and toiletries. 


Industry today makes wide use 
of Nopco products. Tomorrow 
it can expect new Nopco de- 
velopments sure to be of even 
greater value in improving 


their processes and products. 


NOPCO CHEMICAL CO. 


CHEMICAL MANUFACTURERS 
Formerly National Oil Products Co. 


BOSTON HARRISON, N. J. CHICAGO 
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<4 | 947 was one of the best years in the 
history of the Metropolitan 


Life Insurance Company. 


“The Company’s financial position was 
excellent. More Metropolitan policyholders 
than ever before enjoyed the blessings of life 
insurance. Through investments, the Com- 
pany played a bigger role than in any pre- 
ceding year in helping to keep the wheels of 
industry turning . . . to provide jobs and 
homes . . . and to maintain high standards 
of living. 


“However, the year was not without its 
problems. Insurance costs were higher be- 
cause of lower interest rates, and because 
of the prevalent increase in the cost of goods 
and services.” 


President Leroy A. Lincoln reported these 
facts in his account of the Company’s 1947 


An Outstandin 


activities in a motion picture entitled “Pages 
From An Open Book.” Here are some other 
important facts about 1947 presented by 
Mr. Lincoln: 


—Payments to policyholders and _benefi- 
ciaries totalled $671,000,000—topping all 
records. 

—More than 2,300,000 people bought 
Metropolitan policies during the year. The 
total of Metropolitan policyholders reached 
32,384,000. 

—At the year-end, policyholders owned a 
total of $37,250,000,000 of Metropolitan 
protection—the greatest amount in the Com- 
pany’s history. 

—Metropolitan will pay in 1948 somewhat 
more in dividends to policyholders than in 
1947, although there will be downward ad- 
justments for certain classes of business. 


g Year 


in Metropolitan’s History 


Mr. Lincoln also reported that last year 
a committee representing all State Insurance 
Departments completed, as required by law, 
a periodic examination of Metropolitan. In 
their conclusions, the examiners reported: 


“The examination of the Metropolitan 
Life Insurance Company indicates that 
it is in a sound financial condition.” 


“Policy claims are paid promptly, and 
fair and equitable treatment has been 
accorded the policyholders.” 


Metropolitan’s Annual Report for 1947, 
which is entitled “Pages From An Open 
Book,” contains much additional informa- 
tion about the Company’s operations. If 
you would like to have this booklet, fill in 
and mail the coupon below. A copy will 
be sent to you without charge. 











Policy Reserves Required by Law 


benefits. 
Reserved for Future Payment Under 
Supplementary Contracts ee ae 


Policyholders’ Dividends Left on Deposit . 


future years. 
Reserved for Dividends to Policyholders 


OBLIGATIONS TO POLICYHOLDERS, BENEFICIARIES, AND OTHERS 


This amount, together with future premiums and reserve 
interest, is required to assure payment of all future policy 


Policy proceeds from death claims, matured endowments, 
and other payments which beneficiaries and policyholders 
have left with the Company to be paid out to them in 


OBLIGATIONS AND ASSETS—DECEMBER 31, 


(In accordance with the Annual Statement filed with the New York State Insurance Department) 


. $7,333,537,964.00 
U. S. Government 
Canadian Government ° 
Other Bonds .. . 
Provincial and Municipal . 
Ratisoad =. 5 se Us 
Public Utility 

Industrial and Miscellaneous 
Stocks 


- + 373,634,251.42 


First a Loans on 
Farms P ° 
Other Property Sle. iets 


ear 64,747,219.00 
141,215,117.00 


ASSETS WHICH ASSURE FULFILLMENT OF OBLIGATIONS 
National Government Securities 


All but $1,565, 382. 00 are © Preferred or Guaranteed. 


| 
1947 


. . $3,876,921,624.32 

. . « $3,632,510,803.00 

cores 244,410,821.32 
nee ee 2,710,589,958.79 
. $ 74,399,932.15 
510,214,387.99 
: 975,681,105.50 
. 1, 150,294,533.15 








. 105,388,903.00 


Real Estate 
$ 86,117, 937. 09 


964,666,721.19 
° ; : 878,548,784.10 








Set aside for payment in 1948 to those policyholders ‘eligible 
to receive them. 


Policy Claims Currently Outstanding .. 

Claims in process of settlement, aid estimated claims that 
have occurred but have not yet been reported to the 
Company. 

Other Policy Obligations . . oe ee 

Including premiums received in advance, ete, 


Taxes Accrued 
Including estimated amount ‘of ti AXES es payable i in 1948 on the 
business of 1947. 


Contingency Reserve for Mortgage Loans. . . 
All Other Obligations ........ 
TOTAL OBLIGATIONS ice eS & Sw 


Thus, Assets exceed Obligations by . 
This safety fund is made up of: 
Special Surplus Funds . . . . 
Unassigned Funds (Surplus) . . 


$499,557,356.51 | 


34,085 ,580.50 


33,550,654.32 


17,704,521.00 


21.000,000.00 
29.389,937.42 


“s, 048,865,244.66 


$ 72,281,000.00 
$427,276,356.51 


Loans on Policies . . 

Made to policyholders on the security ‘of their policies. 

Real Estate (After decrease by a of $25,000,000 
in the aggregate) . 

Housing projects and other real estate 


acquired for investment . $ 139,090,580.35 


Properties for Company use 35,015,955.07 
Acquired in satisfaction of mortage in- 

debtedness (of which $19,098,579.96 

.S under contract of sale) F 59,645,975.37 


Cash and Bank Deposits. “ . “© 
Premiums, Deferred and in Course of Col lection 
Accrued Interest, Rents, etc. . 

TOTAL ASSETS TO MEET OBLIGATIONS. . . 


343,301,733.81 


208,752,510.79 


156,258,124.20 
124,836,913.79 
57,706, 111.28 


. $8,548,422,601.17 


This fund, representing about 6 per cent of the 
e e Obligations, serves as a cushion against possible un- 
favorable experience and gives extra assurance that 
all policy benefits will be paid in full as they fall due. 


NOTE:—Assets carried at $412,328,264.37 in the above statement are deposited with various public officials under requirements of 
law or regulatory authority. In the Annual Statement filed with the Massachusetts Insurance Department, Policy Reserves Required 
by Law are $7,333,661,993.00, and All Other Obligations are $29,265,908.42. 
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Metropolitan Life 
Insurance Company 


(A MUTUAL COMPANY) 
1 MADISON AVENUE, NEw York 10, N. Y. 





1 Madi “Avenue, New York 10, N. Y. 
Gentlemen: 


Please send me a copy of your Annual Report to Policyholders entitled, 


**Pages From An Open Book.” 
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Economics >=; Securities 


Foreign Affairs Va F Politics = 


The 


ERP IN ACTION . . . Thanks to intensive advance 
planning, first tangible help to Europe under the 
European Recovery Program has been getting un- 
der way in short order, only a few hours after the 
new ECA administrator, Mr. Paul G. Hoffman, was 
sworn in to guide the destinies of the newly created 
Economic Cooperation Administration. The initial 
phase is mapped out to provide a continuous flow 
of supplies and credits to recipient countries 
through July. A somewhat more tentative program 
for the period beginning in August has also been 
set up. 

But quite apart from a huge amount of pre- 
liminary work, numerous other problems remain to 
be solved including questions of financing, of rela- 
tionships between Government and private indus- 
try as well as the erection of necessary safeguards 
to prevent injustices and abuses that might arise 
out of direct relationships between American sup- 
pliers and foreign countries which are virtually 
mandatory under the Act. 

Official Washington is uniformly gratified about 
Mr. Hoffman’s selection as administrator, about 
his grasp of the problems and the energy with 
which he is attacking them. ECA, it is therefore 
predicted, will be a going concern in practically no 
time. 

From the standpoint of ECA’s intended function, 
this is all to the good. ERP will give western Eu- 
rope the badly needed moral and economic strength 
if it has a chance to work, but for ultimate suc- 
cess it requires the utmost cooperation among the 
participating countries. To us, ERP provides a new 
lever in the East-West conflict and greatly enhances 





Business 


Trend of Events 


our political bargaining power vis-a-vis Russia. 
ERP, in other words, gives us an opportunity to 
take positive constructive action in world affairs, 
but proper use of this power and opportunity is of 
vital importance. 

There is a great deal of conviction that communist 
influence can be combatted most effectively by 
steady improvement in the economic and social con- 
ditions of the war-torn European countries and else. 
where, and ERP obviously will work in this direc- 
tion. In contrast to Russian policy, it seeks to de- 
velop strength and stability by building up. And a 
revived and rebuilt Europe will contribute meas- 
urably to our own security and prosperity. 


IN CONTEMPT... John L. Lewis must be the envy 
of every big-time labor leader. He gets away with 
more than any of the others, and it looks that his 
luck will hold. A word of his is enough to lead the 
coal miners into a strike, to press any demand they 
or he may think justified by the threat of industrial 
paralysis. His miners seem to support with un- 
bounded confidence his often mysterious maneuvers. 

Not that the Lewis strategy during the latest 
coal strike was particularly mysterious. Far from 
it, it was clever and effective. By it he not only 
gained pensions for the miners but also paved the 
way for future success, when negotiations begin 
June 30 for renewal of the expiring UMW contract. 

The latest strike drained the fuel reserves of most 
factories. Industry will have only about eleven 
weeks to try to rebuild coal piles before another 
strike could come. But in some vital fields like steel, 
coal reserves were so low before the recent walk- 
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out that there is little chance to get them very high 
before the June 30 deadline. 


In short, the situation is tailor-made for another 
squeeze play that, if it is undertaken, will find in- 
dustry extremely vulnerable. Coal operators may 
be requested, if not to pay higher wages then to 
raise the current 10 cents a ton assessment for the 
pension fund to whatever rate it takes to support a 
pension plan the union is willing to accept, for the 
temporary nature of the latest pension arrange- 
ment has been made clear. If the coal operators re- 
fuse, another strike will be on hand which this time 
will quickly paralyze the nation’s economy. Unless, 
of course, recent contempt proceedings against the 
union leader result in action that will really stick. 


Such action appears urgently necessary, not only 
to encourage henceforth greater regard by Mr. 
Lewis for the authority of the courts which he has 
been flaunting repeatedly, but also to clarify and 
strengthen the procedure under the Taft-Hartley 
law beyond the point where it can be successfully 
circumvented by legal legerdemain, or ignored at the 
cost of relatively light punishment but with great 
danger to our economic stability and public welfare. 


STANDBY CONTROLS .. Despite strong revival of agi- 
tation for reinstitution of economic controls, if only 
in “standby form,” there is reason to believe that 
Congress cannot be pressured into action along such 
lines unless the need for controls is clearly proved 
by actual developments or by pressure of public 
opinion. The quarterly report of the President’s 
Council of Economic Advisers insists that the need 
for anti-inflationary standby controls is greater to- 
day than it was last November when the Adminis- 
tration submitted a ten-point control program, not 
only because of the continuing inflationary trend 
but because of the impact of the European aid pro- 
gram and new defense spending. But at the same 
time, the report admits that “the European Recov- 
ery Plan and the defense plan, as now proposed, 
should not generate inflationary pressures which at 
this time require resort to overall controls of the 
war economy type.” 


By such admission, the Council has weakened its 
own case which becomes no more convincing by 
asking for standy controls rather than the real 
thing. As long as the Administration’s top advisers 
cannot see any need for controls, Congress will 
hardly oblige with discretionary powers. 


In this connection, it might be well to look a bit 
back. Last November, the President rushed to Con- 
gress, asking for speedy enactment of a ten-point 
program to combat inflation. But inflationary pre. 
dictions proved wrong. Instead, we have witnessed 
in the interim incipient deflation with every indica- 
tion of a definite trend reversal. Today’s official fears 
of further inflation may once more prove wrong; 
certainly any idea of a return to overall-controls 
appears premature. A case might be made for so- 
called “fringe controls” to take care of individual 
bottlenecks that may arise, but these can just as 
well be handled by voluntary controls among af- 


fected industries. The trouble with official controls 
is that once started, there is no end to them, for 
no economy can operate half controlled and half 
free. ‘ 


To industry, the present situation presents a chal- 
lenge to keep the economy free by solving impending 
materials supply problems on a voluntary basis. And 
the inflationary menace inherent in huge Govern- 
ment programs can be combatted by appropriate fis- 
cal policies, and yes, budgetary savings, that may be 
politically painful but nevertheless quite effective. 


At any rate, Congress by implication has estab- 
lished the principle that it regards it as its own 
prerogative to decide on the reimposition of specific 
controls if and when conditions necessitate it, and 
business wholeheartedly approves this stand. Hence 
there is small chance, it would seem, for enactment 
of discretionary powers that might all too readily 
be used for regimentation beyond immediate needs. 


COMBATTING INFLATION .. . may be primarily the 
task of the authorities but the public too can help. 
One way is by supporting the Treasury’s Security 
Loan Drive launched last week to boost the sale of 
savings bonds. Its success will determine to what 
extent fiscal authorities can restrain inflationary 
pressures in a manner most painless to the public 
at large. That includes all of us. 


The Security Loan Drive deserves widest support 
not so much because Uncle Sam needs money but 
because funds put away in bonds help reduce infla- 
tion by immobilizing potential purchasing power. 
They fight inflation once more by enabling the Gov- 
ernment to use the proceeds for the retirement of 
bank-held Government securities, thereby reducing 
our highly inflationary credit base. These are objec- 
tives that warrant the enthusiastic cooperation of 
every citizen. Whats’ more, savings bonds are a good 
and profitable investment. 


INDUSTRIAL MIGHT... According to a compilation 
of the American Iron and Steel Institute, the United 
States accounted for 53% of world steel produc- 
tion in 1947, and per capita output of ingot and 
castings steels were about eight times as large as that 
of the entire world. 


Of particular interest is the Institute’s estimate of 
Russia’s per capita steel production which it places 
at 232 pounds. This compares with 1,180 pounds in 
the United States, 572 pounds in Great Britain, 566 
in South Africa, 472 in Canada, 405 in Czechoslo- 
vakia, 384 in Sweden and 312 in France. The world 
average was given at 148 pounds. 


If anything, these figures highlight the industrial 
weakness of Russia in her struggle with the West- 
ern World, and by the same token the source of our 
own supremacy. In this era of advanced mechaniza- 
tion where military power requires the backing of a 
large, efficient and up-to-date industry, it would 
seem that Russia’s modest output of steel, basic in- 
dustrial raw material, places her at a distinct dis- 
advantage, even if augmented by satellite produc. 
tion. And it is a handicap that she can overcome 
only slowly, if at all. 
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As. 9 See Jt! 


By ROBERT GUISE 


MEETING THE CHALLENGE 


a past has proved that if the western 
democracies are to keep the peace by any other 
means than an abject surrender to force, it is nec- 
essary for them to re-arm to a degree that will make 
it extremely dangerous for any would-be aggressor 
to attempt to use force against them. Because we 
alone have the economic strength required for such 
an effort, this means par- 
ticularly that we must re- THE SITUATION 
arm. 

The need for such a 
course is’ regrettable. 
Armament expenditures 
are economically unpro- 
ductive and a burden to 
people who want to de- 
vote themselves to useful 
and peaceful pursuits. If 
we have now assumed 
this burden, we have 
done so in the conviction 
that there is no way to 
restore peace and order 
in international relations 
except by keeping strong. 
While such a course may 
hold risks, in the end 
these may be nothing 
compared to the risks of 
inaction or lack of deci- 
sion. 

Already it can be noted 
that the new emphasis in 
American foreign policy 
has done more to redress 
the balance of forces be- 
tween the U. S. and Rus- 
sia than our former pol- 
icy of merely “contain- 
ing’’ Russia which 
brought retaliation from Moscow but failed to strike 
at the root of the problem. By our new policy, we 
have gained not only in strength but in potential 
bargaining power. At the end of the war, time 
seemed on Russia’s side and time could be further 
gained for her, and wasted for us, by futile debates 
and recriminations. With our new policy moving 
into high gear by implementation of the Marshall 
Pian and re-armament, this now has been changed, 
and the best proof of it is Russia’s reaction to our 
moves. It must be admitted that it also left wide- 
spread impression that the international situation 
has suddenly become much worse, but has it really? 

For as our counter-offensive was getting under 
way, Europe’s resistance to Russian aggression and 
encroachment has been markedly stiffening. West- 
ern Europe has become alert, at least semi-unified 
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and semiemobilized politically and economically — 
backed by the U. S. Russia in turn has been startled 
into her last easy conquests by seizure of power in 
Czechoslovakia and by forcing a treaty on hapless 
Finland. She now seems to have arrived at the end 
of a stage, beyond which further conquest will be 
far more difficult, and infinitely more hazardous. 

In France and Italy, 
Russian use of commu- 
nist minorities is already 
vigorously countered by 
our own actions. In the 
crucial battle for Ger. 
many, Russian propagan- 
da for a unified (but 
communist controlled) 
German state has been 
countered by our deci- 
sion to build up the west- 
ern occupation zones by 
integrating their rehabil- 
itation with that of the 
Marshall Plan countries. 
In the pin-prick war cur- 
rently going on in Ber- 
lin, German unity has be- 
come a key issue of Rus- 
sian policy. But with all 
pretense of a_ possible 
agreement with Russia 
on the future of a unified 
Germany now openly 
brushed aside, creation 
of a western German 
state has been the only 
practical alternative and 
one infinitely preferable 
to exposing all Germany 
to the danger of becom- 
ing a police state under 


AT A GLANCE 


Shoemaker in the Chicago Daily News 


Russian sponsorship. 

We have, by our new policies, succeeded in vari- 
ous ways in checkmating Russian aspirations. In the 
process there has been much tension and much 
tough talking, with the difference that two govern- 
ments are now talking big instead of only one. In 
the process, also, we may have even frightened some 
of the countries which we meant to encourage, for 
Europe fears nothing more than another war. Yet 
the prospect of war today may actually be slimmer 
than before, provided we continue to show strength 
and determination. 

For one, despite all its blustering, Russia’s weak- 
nesses are such that they will hardly permit her to 
gamble on a war in which the ultimate odds are so 
greatly against her. Thus far Russian successes have 
been achieved by (Please turn to page 100) 
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Selective Market-As Uptrend Consolidates 


The market has reached a level where the going is naturally harder. 
We think the chances are good for materially higher prices in time, 
without more than normal corrective setbacks meanwhile. There is a 
strengthened basis for “six months confidence,” and more money to 
back it up, due to tax reduction. Maintain 75% invested positions. 


By A. T. 


al he market rose about a fourth as much 
during the first half of April as it did in less than 
two full weeks of advance from the low of March 
to the end of that month. This is neither surprising, 
nor unduly discouraging. The late March rise was 
fairly sharp. That was enough in itself to call for 
consolidation, through either a pause or a slower 
and more selective rise. It is also natural for the 
going to get harder within the top area of the trad- 
ing range to which the Dow-Jones industrial aver- 
age has so long been confined, and from which the 
rs average has only recently emerged on the up 
side. 

Toward the end of last week there were indica- 
tions of broadening bullish interest by the general 
public, with trading volume expanding sharply. The 
further gains in the averages were fairly small, but 
they did establish new highs for the move in prog- 
ress for the last five weeks or so. They put the Dow 
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rail average a full 2 points above the previous inter- 
mediate-recovery top of last July. It is a different 
story with the industrial list; for this average, al- 
though up over 15 points from its March low, is 
still, at this writing, a fraction under its rally high 
of last December, roughly 414 points under the high 
of last October, and over 6 points under the high of 
last July. The latter point (186.85) is the key sup- 
ply level to be surpassed if this market rise is to go 
into the books as something more than another in- 
termediate recovery. 


Performance Satisfactory So Far 


It may well take much effort for the industrial 
average to work through its old recovery high, with 
considerable churning around, rotating selectivity 
and one or more corrective set-backs in the mean- 
while. Once “in the clear,” a period of excited rise 

probably could be expected. It is not 
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possible, of course, to feel fully as- 
sured that the old trading-range top 
will be surpassed. All that can be said 
320 is that the technical evidence to date 
310 is encouraging, as judged by day-to- 
day volume tendencies, by the supply- 
ane demand relationship depicted by our 
290 Hi. 86 Support Indicator chart, and by the 
280 performance of our weekly low-price 
270 stock index as measured against the 
index of high-price stocks. On the 
ee basis of this evidence, and on our ‘in- 
250 terpretation of the economic and psy- 
240 chological factors at work, we think 
ase the benefit of the doubt must be given 
to the optimistic view. 
220 As a point of reference in one’s 
210 thinking, it may be asked wherein does 
200 the situation differ from that of last 
_— July when the market was approach- 
ing what turned out to be a rally high 
which stood for many months and still 
170 does? That rise, like this one, came 
160 after a sharp decline which was geared 
150 to fears of business recession. But the 
ae fears were relieved, not ended. If busi- 
ness looked good for the first half, or 
sse for most of the year, what about the 
19 120 fourth quarter? Or the forepart of 
1948? With the Dow industrials above 
180, potential buyers “took another 
look.” There was not enough confi- 
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dence in the long-term 
prospect to keep the mar- 
ket rise going. (For all 
practical purposes, “long 
term” in the market is a 
minimum of six months, 
due to the tax differential 
at that point.) 

We cannot say that peak 
economic activity — ignor- 
ing the temporary distor- 
tion caused by the coal 
strike—is certain for an in- 
definite time to come. The 
picture can never be en- bs 
tirely clear. There are cons 
as well as pros in it at the to 
present time. The supply wna ones 3 
lines have been progres- ies “i 7 
sively filling up. A few in- 
dustries are already back to 
a normal buyers’ market; 
and others are necessarily 
closer to this status than 
they were nine months or 
a year ago. However, we 
can see a plausible basis 
for a more confident invest- 
ment and business concen- 
sus than was possible at 
any time on 1947’s May- 
July market recovery. 

Since then several im- 
portant things have hap- 
pened: (1) Adoption of the 
European Recovery Pro- 
gram, which commits this 
country to large outlays for 
shoring up non-Communist 
Europe for at least some 
years to come, and which 
thus underwrites a continu- 
ing large volume of exports 
only moderately under re- 
cent peak annual levels; 
(2) projection of a re-armament program, which 
will contribute to economic activity for at least sev- 
eral years to come; (3) a tax reduction which, at 
the present level of the economy, will increase the 
public’s disposable income by over $4.7 billion a 
year; and (4) a slump in President Truman’s politi- 
cal rating so deep as to make a change in Adminis- 
tration after next November about as probable as 
anything in politics can ever be. 

Whether or not it is conclusive, in all of this we 
can see what ought to be pretty strong bullish am- 
munition which the market has not had on any 
previous upside try since the 1946 collapse of stock 
prices. To be sure, the effect of the armament pro- 
gram may be somewhat conjectural. Thus, some 
bearish observers argue that the spending now pro- 
jected is not enough to affect the economy deci- 
sively; and that, were it increased enough in future 
to become decisive, we could not escape a return to 
wartime controls, at least in considerable measure. 
We are inclined to question this view. 

In the first place, judging by the mood of Con. 
gress on air power, the spending will be substan- 
tially larger over a period of years than the initial 
requests called for, barring an unexpected change 
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in Russian policy. With business already at a high 
level, the impact of this spending is proportionately 
magnified. In the second place, barring war, a re- 
turn to controls is no more than a possibility, many 
months distant. 

Broadly speaking, firm to higher manufacturing 
prices appear indicated for the foreseeable future. 
Farm and food prices still point down, but probably 
less than had been anticipated. This will contribute 
something to urban purchasing power, as will pros- 
pective further wage increases. Allowing also for 
tax reduction, retail trade prospects have been im- 
portantly improved. It now appears that total corpo- 
rate earnings for 1948 will be fairly close to last 
year’s peak level, with total dividends increased. 

We think that nearby reactions will prove limited, 
and that there is a better than even chance for ma- 
terially higher stock prices in due course. The chief 
uncertainties are foreign events and the identity of 
the Republican Presidential nominee. The market 
may or may not “celebrate” the Italian election, a 
favorable outcome having been generally antici- 
pated. Our policy is to maintain 75% invested posi- 
tions, as recommended a fortnight ago. 

—Monday, April 19. 
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~ The Effect 


on Our Economy 


—UNDER DEFENSE MOBILIZATION 
—UNDER ALL-OUT PREPAREDNESS 


By E. A. KRAUSS 


a. any attempt to assay the potential effects 
on our economy of the re-armament program, one 
must take into consideration not only the basic pol- 
icies behind the decision to re-arm, but also the 
fluidity of the international situation that has made 
this decision necessary. Both factors emphasize the 
greatly varying alternatives that may lie before us, 
alternatives over which control is not exclusively 
ours. 

A central point in our new policy is that the ag- 
gressive expansion of Russian communism must be 
checked. We have accepted this as cardinal doctrine 
and assumed responsibility for world leadership in 
resistance. Implementation of our policy thus de- 
pends importantly on the actions of Russia and on 
developments in communist-threatened countries, 
and these cannot always be foretold. In no small 
degree, especially as to timing, it will also depend on 
our own political leadership and on domestic politi- 
cal trends in an election year; and finally, at least 
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in its initial stages, on settle- 
ment of the differences be- 
tween Congress, the Admin- 
istration and the various 
branches of the Armed Serv- 
ices regarding the basic ap- 
proach to preparedness. 
Since many of these ele- 
ments, at this writing, re- 
main in the stage of crystal- 
lization, we can do no more 
than outline the possibilities 
attached to the various al- 
ternatives, without indulg- 
ing in firm predictions. 

In one respect, the likely 
impact of the international 
crisis on American business 
has been clarified by the 
President’s address to Con- 
gress: The program he out- 
lined makes it fairly clear 
that no more than token re- 
armament is the immediate 
official goal, the direct effects 
of which will be neither 
sharp nor sudden though in- 
direct results may well have 
greater significance. Addi- 
tional defense outlays of 
some $3 to $5 billion as 
presently envisaged should 
hardly generate pressures re- 
quiring resort to overall con- 
trols of the war economy 
type, despite agitation in 
this direction. In fact, the 
contemplated scale of spend- 
ing, involving as it does a 
mere 2% of our gross na- 
tional product, may be just 
about enough, together with 
tax reduction and other outlays such as foreign aid, 
to act as a cushion against a business decline rather 
than as a signal for another push-up from the pres- 
ent high level of business activity. While our civilian 
economy is operating at virtual capacity, the indi- 
cated expenditures would not burden it materially ; 
it holds enough slack for this purpose. Moreover it 
is questionable whether such expenditures could be 
enough of a factor to sustain a prolonged general 
price advance as feared by some, considering the 
deflationary trends which recently developed. 


Potential Offsets 


The new demand may be offset by a slackening 
in business which many are now looking for in in- 
dustries where pipelines are filled and market pres- 
sures less urgent. Or they may be offset by increased 
production and increased savings. Unless the pro- 
gram is further expanded, such hopes are far from 
unrealistic, though individual bottlenecks are bound 
to arise. However one may view the outlook, though, 
increased armament will be mainly a positive busi- 
ness factor simply by introducing new demands on 
top of those already existing. 

The main element of uncertainty at present is the 
actual scope of re-armament; few believe it will stay 
in the token stage, and a larger program holds 
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vastly different implications. Sizeable expansion, 
even within the framework of “limited re-arma. 
ment,” is distinctly possible as indicated by the cur- 
rent conflict about definition of what constitutes 
adequate preparedness. Thus a $20 billion budget 
for defense (compared with the smaller $14 billion 
estimate consisting of the $11 billion already budg- 
eted plus the $3 billion currently contemplated) is 
regarded by military leaders as a minimum that 
would place us on a basis of adequate preparedness. 
Such spending, with main emphasis on strong air 
power and the concomitant increases in other Arms, 
might well necessitate a closer approach to a return 
to a war economy. 


Opinions Vary 


At this writing, the conflict of opinion continues 
and it is difficult to say what compromise may be 
reached. For political reasons (this is an election 
year after all) prospects favor the less ambitious 
undertaking but even the latter could hardly avoid 
having impacts on industrial production and fiscal 
policies. For the moment at least, the President 
seems to have settled for the smaller program as 
a starter. This would not allow for the increase in 
the number of active air force units (from 55 to 70) 
currently advocated at congressional hearings; nor 
would it encompass anything like lend-lease, revival 
of which to western European nations is being talk- 
ed as an increasing possibility and which events may 
ultimately render necessary. 

If so, it would of course immediately create a new 
situation calling for wider controls over business, 
especially if accompanied by more intensive re-arm- 
ament efforts at home. But here we enter the field of 
imponderables, assuming a further deterioration of 
the international situation necessitating a shift of 
emphasis from symbolic re-armament—in support 
of our diplomatic policies—to actual war prepared- 
ness. Failure of the former, stressing the draft of 
men and strengthening of the air forces, would be 
bound to lead into the second stage, the building of 
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overall armed power and active support of allied 
nations with armaments and munitions. 

Even such a program might still be rather long 
range unless speeded by adverse developments in 
the world political arena. It would of course be 
highly inflationary and distinctly upsetting to our 
civilian economy, once more requiring its transfor- 
mation into a defense economy. It would call for 
price and wage ceilings, for allocations and other 
direct controls; for higher taxes including probably 
revival of the EPT; for drastic new credit restric- 
tions to counter mounting inflation. Adoption of 
any of these measures would deeply and adversely 
affect business as well as financial markets. Only 
depressed war industries would benefit. 

As a practical matter, the latter course of events 
and resultant measures appear unlikely this year 





Chiefs of Staff at Key West: Top Officials of the National Defense Program Attend a Special Meeting to Discuss Military Problems 
with Defense Secretary James Forrestal March 12. Left to Right (Front) Admiral Denfield, Chief of Naval Operations; Fleet Admiral 
Leahy, Chief of Staff to the President; Secretary of Defense Forrestal; General Spaatz, Chief of Staff, Air Force; General Bradley, Chief 
of Staff, U. S. Army; (Rear) Vice Admiral Radford, Vice Chief of Naval Operations; Major General Gruenther, Director, Joint Staff; 


Mr. McNeil, Special Assistant to the Secretary of Defense; Lieut. Gen. Norstad, Deput 
and Lieut. Gen. Wedemeyer, Director, Plans and Operations, U. S. Army General Staff. 
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unless the foreign situation threatens to explode, 
which few realists expect. In fact it may never come, 
or only considerably later. The drift to a crisis with 
Russia may not be headed for an early climax, per- 
haps not to any climax in a military sense. Con- 
vinced of our determination to stop communist ex- 
pansion, Russian policy makers may yet pull back 
from a showdown and get into the mood to deal with 
us on a firm basis. While it is distinctly hazardous 
to predict such an about-face, it cannot be ruled out. 
In fact this is the aim of our re-arming. Should it 
come to pass, it will be the result of our firmness 
buttressed by expanding military power. Hence the 
Government’s willingness if necessary to step up 
the program just begun. 


More Than Token Armament? 


While immediate goals point to symbolic mobiliza- 
tion, a state of preparedness that portends neither 
war nor the harnessing of our economy by war-type 
controls, one is probably justified in counting on 
more than just token re-armament in the months 
to come. Undoubtedly blueprints are being prepared 
for any eventuality, but their translation into action 
may be piecemeal. What we are facing at this stage 
is a start in mobilization which if carried further 
holds the threat of a shift of emphasis from peace- 
time production to armament output, from world 
relief to military defense. 

But the initial phase now in the offing does not 
mean too much, directly, to industry. Most of the 
money to be appropriated will go for aircraft manu. 
facturing and development, and only a small part 
of the total will be spent this year—hardly enough 
perhaps to make much impression on the economy. 
The greatest impact may well be psychological, the 
factor of anticipation eventually of sufficient arma- 
ment stimulus to keep the economy geared at high 
levels, with business profits large, prices firm, and re- 
cession prospects once more deferred. 

Expanded aircraft buying will intensify the strain 
on relatively few raw materials, such as aluminum, 
copper, tin and lead, all of which already scarce. The 
metal-working industries can look forward to new 


orders for tools, since manufacture of new type air- 
craft will require new tooling on a large scale; but 
present programs are hardly big enough to guar- 
antee a big boom, certainly nothing remotely re- 
sembling a return to wartime conditions. Makers of 
specialized components such as fractional horse- 
power motors, aircraft instruments, certain types of 
inter-communications systems, radar etc. will also 
benefit. Beyond that are few fields where impacts 
would be greatly felt, or where shortages would in- 
crease more than marginally. 

At this writing, the House passed a bill providing 
$3.19 billion to start expanding the air force—de- 
spite presidential disapproval of such large expen- 
ditures at this time. However, most of these funds 
would be in contract authority, leaving only some 
$608 million for immediate cash outlays. It takes 
time to translate programs into production sched- 
ules; still the aircraft industry, facing a five-year 
military expansion program, should do well in the 
years ahead unless current goals are revised down- 
ward later on basis of altered air force require- 
ments. 

Altogether, of the $3 to $4 billion re-armament 
funds currently sought, perhaps half will go for 
military “housekeeping” expenses necessitated by 
the proposed draft. Under current draft plans, re- 
quirements for such items as uniforms and foods 
will not be too large, but may be welcome support- 
ing factors to the textile and food industries, espe- 
cially should stockpiling of canned foods become 
desirable at a later date. 


Stockpiling to be Important 


Stockpiling of strategic raw materials may hit the 
markets more than anything else in view of existing 
scarcities, reversing the recent trend towards bet. 
ter supply for civilian production. This is particu- 
larly true of copper and lead, prices of which have 
been firming markedly. The aluminum shortage 
rivals the shortage of steel, and the latter promises 
to become one of the principal bottlenecks that may 
force curtailment of supplies for civilian production. 
Just how serious this may become is difficult to pre- 
dict, but a firm system of steel alloca- 
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tions is hardly avoidable following 
the output loss due to the coal strike. 
Implementation of the shipbuilding 
program calling for sizeable tonnages 
of steel plate and sheets will intensify 
the problem. At any rate, stockpiling 
will keep metals in tight supply, the 
more so as they are apt to feel most 
intensely any rise in “war boom” 
psychology.” 

In the entire situation surrounding 
even a limited armament program, 
psychology is an important factor. On 
it may depend, over the months just 
ahead, whether strength in tight lines 
will offset developing weakness else- 
where, whether scattered recession- 
ary tendencies in business will con- 
tinue pending injection of the new 
stimulus derived from building up 
our defenses. This stimulus, as we 
mentioned before, may not be felt im- 
mediately except on a purely psycho- 
logical basis.. 

(Please turn to page 100) 
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Which Teiciiiiie 


under Preparedness? 


By FREDERICK K. DODGE 


At the outset of any discussion such as our title 
suggests, it is well to point out that any conclusions 
reached must be based upon a high degree of con- 
servatism. As the preparedness program is still in 
an embryonic stage, and time must be allowed for 
its development, just what companies are likely to 
benefit from its implementation, and to what ex- 
tent, involves considerable speculation. To grasp 
this problem more intelligently, we suggest that our 
readers digest the preceding article dealing with the 
possible effects on our economy of various stages of 
preparedness and defense mobilization. 

Indubitably, however, planning in Washington 
has already progressed far enough to assure the 
expenditure of sizable sums by the Armed Forces, 
with emphasis at present upon aircraft procure- 
ment. This at least warrants close examination of 
the outlook for manufacturers of military planes, 
although the sharp advance in shares of this group 
during recent weeks may have liberally discounted 
nearby expectations. Regardless of the dimensions 
finally established for the defense program, more- 
over, key concerns in several other basic industries 
are pretty certain to receive substantial Govern- 
ment orders, and while these may be widely spread, 
their potential influence upon operations is inter- 
esting to examine. 
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Shares of so many strong concerns are 
selling at prices lower than yields and 
net earnings would normally warrant, and 
if the present high-level activities of these 
companies stand a good chance of stabili- 
zation because of an influx of military 
orders, current share prices deserve reap- 
praisal. This is all the more warranted, 
because it is chiefly distrust over the 
duration of present large sales and profits 
that has been holding share prices to 
ultra-conservative limits. In other words, 
even a moderate volume of defense orders 
might offset some of the impact of all-out 
competitive conditions now just around the corner. 
And if appropriations for defense later on are grad- 
ually increased, the prosperous era for some of these 
concerns could be much prolonged, as civilian de- 
mand for their products would necessitate capacity 
operations for an indefinite period. As for the air- 
craft industry, on the other hand, arrival of large 
scale orders is expected to substitute profitable op- 
erations in due course for the heavy deficits incur- 
red during the last two years. 


Primary Beneficiaries 


For the purposes of our discussion, it seems wise 
to confine our study largely to a few primary in- 
dustries that undoubtedly will be stimulated anew 
or given additional support when the defense pro- 
gram gets into its stride. Most certain to be classed 
in this category are the manufacturers of aircraft, 
shipbuilders, the producers of non-ferrous. metals 
and some of the textile mills, in our opinion. As now 
contemplated, Washington’s outlays for'military ex- 
penditures will involve at least $14 billion during 
fiscal 1949, but until a decision has been reached 
as to definite appropriations, it is not safe to esti- 
mate just how and where all this will be spent. The 
odds strongly favor the industries mentioned above 
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Defense Program 


Selected Companies Likely to Benefit from the 


tial equipment. Some of these units will 
probably be. leased to one or another large 
aircraft manufacturers in order to step 
up production. Some delay will be neces- 





—Net Per Share—— Div. Recent 
1946 1947 1947 Price 


Div. Earnings 
Yield Ratio 


Price- sary in implementing all these plans, es- 


pecially as newly developed guided mis- 
siles will play an important part in plan- 





Boeing Airplane . 


Consolidated Vultee - . defl.77  def3.00E 50 15 3.3 
Grumman Aircraft : .66 4.58 3.00 4l 7.3 
North American Aviation... 1.16 1.28 Nil 12 ae 
Republic Aviation .......... def7.51  def.96g Nil Wl pa 
Anaconda Copper ... eae 2.75 5.00E 3.00 36 8.3 
Kennecott Copper 2.13 8.49 4.00 54 7.4 
American Smelting & Ref.. 5.57 12.65 5.00k 58 8.6 
Aluminum Co. of America. 3.70 5.64 2.00 59 3.4 
Dow Chemical 0... 1.10ea 2.3lea 97a 40 2.4 
Phelps Dodge on neneecnenn 2.64 7.87 4.20 5! 8.2 
St. Joseph Lead... 2.94 6.34 3.00 54 5.6 
American Woolen ........... 21.86 15.37 10.00 45 22.2 


. def$.30 def$.33g $1.00 $28 3.6% 


ned production schedules. 


Air Force Buying 

7.2 While Congress has not specified the ex- 
ne act kinds or quantities of aircraft the 
10.4 Armed Forces will purchase, the manner 
17.2 in which the House apportioned the funds 
6.5 gives a clue to its eventual disbursment. 
8.5 The Air Force for example, seems likely 
“24 to have about $1.2 billion of the new ap- 
Ws propriations or of contract authority to 
12.2 spend for new planes, and $10.3 million 
= for guided missiles. As heavy and medium 


bombers are likely to be ordered in sub- 





Pacific ‘Mills . . m9 9.59 3.00n 37 8.1 
American Shipbuilding . 2.77¢ 4.00Ec 3.00 46 6.5 
New York Shipbuilding 4.45 1.56 1.50 19 A 
Newport News ne 6.69 6.45 3.25 29 11.2 
Todd Shipyards .. 6.77 23.00Ef 6.00 108 5.5 
E—Estimated. 
a—Adjusted. 


c—Fiscal years ended June 30, 1947 and 1948. 
e—Fiscal years ended May 31, 1946 and 1947. 
f—Fiscal years ended March 31, 1947 and 1948. 
g—? months ended September 30. 

k—Plus 20% in stock. 

n—Plus 5% in stock. 








stantial quantities, and Consolidated Vul- 
tee is already working on an order for 97 
B-36s from the Government, it is likely to 
receive its fair share of orders for many 
more. 
| Boeing, too, has hardly started deliver- 
| ies of 200 B-50s ordered by the Air Force, 
and should be favored with a substantial 














as candidates for first consideration and sizeable 
allotments of Federal orders. 

Suppose we look at the aircraft industry first, for 
to maintain our supremacy in the air has become 
the number one project in all Congressional con- 
siderations. As we go to press, the House has enthu- 
siastically approved spending more than $2.3 billion 
to provide our Air Forces with the most modern 
fleet of planes these funds can supply. Quite as im- 
portant in these considerations was the urgent de- 
sire to restore the aircraft industry to its former 
profitable basis and to stabilize its long term opera- 
tions. This concrete step towards preparedness is 
almost certain of immediate approval by the Senate 
and soon should be followed by a flood of orders to 
qualified aircraft manufacturers and their related 
suppliers. Including contracts now outstanding for 
research and plane construction, a total of close to 
$4 billion in orders should be available for the air- 
craft industry during fiscal 1949. 


Deferred Outlays 


When we talk of $4 billion, however, caution sug- 
gests that while these funds will be available, they 
are very unlikely to reach the hands of the aircraft 
industry in toto within the coming fiscal year. Pro- 
duction of military aircraft is a laborious under- 
taking, frequently interrupted by changes in design 
and equipment, and except under wartime stress and 
mass production is apt to consume a long time be- 
fore actual deliveries can be made. True, some of 
the bombers and fighters likely to be ordered have 
had their wrinkles pretty well ironed out, and as 
their manufacturers assuredly will be granted pri- 
orities in purchasing materials, production can be 
speeded up considerably. Furthermore, the Govern- 
ment still owns five large aircraft plants that have 
been retained in a stand-by status, along with essen- 
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share of new business. In fact if the pres- 
ent program goes through as now envisaged, capac- 
ity operations for several years may be required by 
many of the leading aircraft manufacturers. These 
include North American Aviation with backlog or- 
ders of $269 million early in 1948 and a leading 
factor in the production of jet planes. Republic 
Aviation also rates high as a manufacturer of mil- 
itary planes, and had unfilled orders of about $100 
million at the end of 1947. 

New spending authority for the Navy, including 
cash and contracts, may be in the neighborhood of 
about $753 million, with $9.3 million going for 
pilotless aircraft and the balance for regular planes. 
One of the leading suppliers of naval aircraft is 
Grumman, one of two airplane manufacturers able 
to operate profitably last year. The prospects for 
continued satisfactory sales and earnings by this 
concern are naturally improved in view of sizable 
orders it probably will receive from the naval arm. 
Makers of engines for Navy and Army planes, in- 
cluding Curtiss Wright and Fairchild, as well as a 
long list of parts manufacturers should share in the 
over-all gain in business for the industry. 

As for the shares of aircraft manufacturers, 
there are several things to bear in mind. While the 
long range program now envisioned by Congress 
may in time bring greater prosperity to the indus- 
try, many concerns have been forced to report size- 
able deficits for the last two years. And while there 
may soon be enough business to improve the situa- 
tion, there is unlikely to be any great bonanza on 
the horizon. Such concerns as have been able to 
operate successfully during the recent tough period, 
or those likely to pull out of the red with a mod- 
erately stepped up production, enjoy stronger pros- 
pects of maintaining or initiating dividends, although 
fully a year could pass before earnings may reflect 
increased sales. In weighing speculative potentials 
for shares in this group, it should also be realized 
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that prices for many of these equities have already 
advanced from 35% to nearly 50% above their 1948 
lows. All said, this looks as if the brightened outlook 
had been rather liberally discounted, at least for 
some time to come. 

In the accompanying table, we present statistics 
relating to several of the aircraft concerns we have 
been discussing, as well as a few other groups on 
which we will comment later. These figures show 
net earnings per share for 1946 and 1947, last year’s 
dividends, along with the current prices, yields and 
price-earnings ratios. 

Of primary importance in implementing the pre- 
paredness program will be the suppliers of non-fer- 
rous metals. Producers of lightweight metals like 
aluminum and magnesium are bound to experience 
heavier demands from the aircraft industry, and 
among concerns in this group, Aluminum Company 
of America and Dow Chemical should be _ benefi- 
ciaries. ALCOA, to be sure, already has its hands 
full in meeting regular industrial demand for many 
of its products. Now the prospect of sizeable mili- 
tary orders encourages hopes that its operations 
may become stabilized at present high levels, ren- 
dering current satisfactory earning power more 
permanent. As for Dow Chemical, this concern has 
a large excess capacity for producing magnesium, 
and an enlarged market would prove distinctly 
beneficial. 

The copper companies last year were generally 
successful in increasing production, although de- 
mand continued far in excess of domestic output. 
Whatever orders they will now receive for Govern- 
ment stockpiling or from manufacturers catering 
to the defense program will only result in a fur- 
ther squeeze. As this indicates a continuation of 
firm prices for the red metal, net earnings are more 
likely to remain at the very satisfactory levels 
achieved in 1947, although gains in tonnage de- 
liveries will probably be slim. On balance, the out- 
look for current liberal dividends paid by this group 
is measurably improved, and shares of the leading 
copper concerns seem reasonably priced in view of 
their attractive yields. 


Impact on Textile Industry 


At the end of World War II, all discharged 
soldiers and sailors took their uniforms home with 
them, and the scant supply of woolens released by 
the Armed Forces as surplus property attested to a 
restricted carry-over. Since new uniforms have been 
designed for the 543,000 men in the Army, not to 
mention those in the Air Force and Navy, and sev- 
eral hundred thousand recruits may soon be added, 
some of the woolen mills should soon be entering 
some substantial new orders on their books for 
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woolen cloth. Assuredly this would be an element of 
satisfaction to American Woolen Company, al- 
though it is already booked up well into next fall. 
Pacific Mills, too, should benefit though less exten- 
sively. What carries significance in this picture is 
that the large earnings of these concerns in postwar 
may now remain more stable than the pessimists 
have been allowing, a fact that may find reflection in 
future price-earnings ratios. 


New Shipbuilding Program 


No preparedness program could prove entirely ef- 
ficient without increased emphasis upon shipbuild- 
ing. We may have an ample supply of battle ships, 
cruisers and destroyers for any possible war, but 
we are short of tankers, transport ships, and up-to- 
date long range submarines. Then Congress is talk- 
ing of huge subsidies to build up our Merchant 
Marine, for ships in this service would be of prime 
importance if hostilities should break out in any di- 
rection. For these reasons a high place should be 
accorded to shipbuilders in appraising potential 
beneficiaries of preparedness. 

From our table it will be noted that between re- 
pair work and restricted new construction, four of 
the leading shipbiulders are paying liberal dividends 
as a result of satisfactory earnings, although in 
some cases the amount of new business in sight had 
reached discouraging proportions. As matters now 
look, there is more than a fair chance that ship- 
building will be greatly stimulated when current 
plans of Congress assume realistic shape. This lends 
speculative attraction to some of the better grade 
shipbuilding shares, for their dividend stability be- 
fore long is rather certain to become more assured 
than in recent months. 

It should be recognized, on the other hand, that 
even if the four industries discussed were to get a 
substantial proportion of the additional business 
now in sight, the collateral effects upon many other 
industries and their components would be widely 
felt. The oil industry, for instance, would be called 
upon to furnish huge quantities of high octane gaso- 
line and lubricating oil to keep the big bombers, 
fighters and transport planes in the air, or to build 
up stockpiles. Hard pressed as the petroleum indus- 
try already is to meet current domestic demand for 
its products, it may be in for some radical adjust- 
ments to meet defense requirements that beyond 
doubt will be accorded top priority. It is possible 
that the high quality oil products essential to avia- 
tion may permit wider profit margins than on nor- 
mal industrial and civilian products if it becomes 
necessary to institute allocations. In view of the 
vast expansion program now well under way by the 
oil industry, its already (Please turn to page 98) 





65 








Financial 


Deflation 
Inevitable? 


By WARD GATES 


i launching of the European Aid program, 
the sanctioning of tax reduction by Congress over 
the President’s veto, stepped-up defense spending 
and the prospect of still higher re-armament out- 
lays in the future are posing new and important 
questions in credit and fiscal policy. This because 
the net result of all these things will be reflected 
into the supply and demand for goods; into the 
availability of manpower; into the levels of business 
profits and of national income; and above all into 
the demand for capital and credit. 

Prior to the President’s speech on the need for 
re-armament, we have seen the beginning of a defla- 
tionary trend, continuance of which now appears less 
certain. The need for spending many additional bil- 
lions makes it a logical assumption that fiscal policy 
henceforth may once again favor inflation in con- 
trast with the deflationary policy that rested prin- 
cipally on curtailment of bank credit and persistent 
retirement of Government debt. : 

In view of the changed conditions, it is not sur- 
prising that one of the principal guessing games 
currently is whether the next fiscal year will still 
leave the Treasury with a surplus or will require 
resumption of deficit financing—and if the latter, 
what changes in the present credit restriction pro- 
gram will result. 


Budget Outlook Uncertain 


Admittedly, any appraisal of the prospects is 
exceedingly complex, handicapped not only by the 
general uncertainty as to revenues and expenditures 
but also by varying official estimates. Should the 
spending proceed along the lines thus far indicated, 
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the problem at this time looks hardly 
too serious. Even a cursory analysis 
of existing data permits the conclu- 
sion that anti-inflationary action via 
debt retirement, though slowed, could 
continue at a more moderate pace. 
Unfortunately there can be no as- 
surance of this; as matters stand, 
there may be little likelihood that 
currently planned spending may not 
have to be expanded materially, and 
this would make a big difference. 


End of Surpluses 


An all-out preparedness program 
requiring funds substantially in ex- 
cess of what is presently contem- 
plated would almost certainly mean 
the end of budget surpluses if not a 
return to deficit spending. Either will 
have important financial and fiscal 
connotations. Systematic reduction of 
bank-held Government bonds has 
proved effective debt management 
and an important contribution in the 
fight against inflation. The question 
arises: Can it be continued? 

Redemptions of public debt obliga- 
tions other than savings bonds and 
notes amounted to fully $4.4 billion 
during the first quarter of this year 
alone. Since the beginning of the re- 
tirement program in March 1946, 
they have reached an aggregate of 
over $25.6 billion with the result that 
the national debt from its February 1946 peak of 
$279.6 billion has been cut down to about $254 
billion, a decline of nearly $26 billion. About $20 
billion of this reduction was made with cash from 
the oversubscribed Victory loan, the remainder with 
surplus funds or the proceeds of the sale of savings 
bonds. Actually the reduction in bank-held debt was 
even greater than the $26 billion, through transfer 
of ownership from banks to non-bank investors. The 
banking system held $116.7 billion or 41.9% of the 
Federal debt in February 1946. By the end of 1947, 
this had been reduced to $91.1 billion or 35.8%. The 
amount now held by commercial banks is $68.6 bil- 
lion or 26.9% against a high of $93.8 billion or 
33.7%. 

Expansion of our military and foreign aid ex- 
penditures means not only that the recent pace of 
debt retirement will be slowed materially if not 
halted; it also means that it will add many more 
billions of purchasing power to the market, quite 
apart from the benefits of tax reduction. If in the 
past, we have found that purchasing power has 
outrun production, carrying prices up all along 
the line, our major problem in the future will be 
to make sure that the amount of money outstand- 
ing does not further outrun production. To nar- 
row the gap between the two may call for incisive 
measures. 

Viewed soberly, what are the prospects? The 
Treasury reported on March 24 that the budgetary 
surplus for the current fiscal year (ending June 30) 
has passed the $7 billion mark, far exceeding any 
surplus ever recorded for an entire fiscal period, 
and not much below the $7.5 billion surplus esti- 
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mated by the President in January for the fiscal year 
as a whole. The latter goal appears now well within 
reach; in fact the full year surplus may be in ex- 
cess of $8 billion, an oversized figure essentially the 
result of the past stalemate between Congress and 
the President on matters of tax policy and 
expenditures. 

Despite heavy debt retirement during the present 
fiscal year and the decision to set aside from the 
fiscal 1948 surplus $3 billion of the proposed $5.3 
billion for ERP, the 1948 budget will certainly con- 
tinue in the black, though debt retirement during 
the remaining three months may have to be scaled 
down considerably. But prospects for fiscal 1949 are 
less reassuring! 

While in the new fiscal year, the executive budget 
foresees a surplus of $4.8 billion, tax reduction 
alone (estimated to create a revenue loss of the 
same amount) will wipe it out, leaving the $3 
billion so far demanded for re-armament up in 
the air. On this basis then, and not allowing for 
any further increase in defense spending, we would 
be heading straight for red ink, but there is good 
reason to assume that the executive surplus esti- 
mate is altogether too conservative. 


A Vastly Different Estimate 


To complicate matters, we have also a legislative 
budget estimate which in turn anticipates a fiscal 
1949 surplus of over $10 billion. Should it mate- 
rialize, it would readily take care of the new ex- 
penditures with a few billions to spare for debt 
reduction. The trouble with such calculations is 
that projected expenditures can hardly be regarded 
as final, nor estimated revenues for that matter. 
Until both factors become more definite, we can 
confidently anticipate neither a surplus nor a deficit 
for fiscal 1949, though any surplus we may have is 
bound to much smaller than foreseen in the legisla- 
tive budget. 

For the next fiscal year, a tentative official debt 
retirement target of at least $2.6 billion has been 
set. Whether it will be possible of achievement 
depends on many factors, including the accuracy of 
the budget forecasts, the exact amount of revenue 
loss through tax reduction, any future savings by 
cutting expenditures in non-essential fields, but 
above all on the future course of 





international ten- 
sion can remove 
from consideration. 
And depending on 
the size of addition- 
al funds required, 
we may or may not 
have a_ balanced 
budget,-and may or 
may not run into a 
deficit. Either would 
preclude anti-infla- 
tionary action 
through debt retire- 
ment out of budget 
surplus though a 
certain amount of 
debt retirement may 
be undertaken by 
purchases of out- 
standing debt obli- 
gations by Govern- 
ment trust funds. 
But generally speak- 
ing, such a course of 
events would leave 
the fiscal authorities 
with little anti-in- 
flationary ammuni- 
tion in this particu- 
lar field. 

Hence in the event of large-scale re-armament, 
there will be a much stronger case for continued 
official support of the Government bond market. 
Effective support ,which involved open market pur- 
chases of some $5 billion since last November, lat- 
terly has been virtually negligible as the “peg” on 
long term bonds has become fairly solid. Confidence 
in the support program has increased progressively, 
recently heightened by the statement of Mr. Mc- 
Cabe, Administration nominee for the Federal Re- 
serve Board chairmanship, that he is thoroughly in 
accord with the program and has no intention of 
unsettling bond levels or bond yields. 

Only a few months ago, weakness in the bond 
market was viewed as the traditional forerunner 
of tighter money but the first quarter this year wit- 
nessed the gradual (Please turn to page 96) 
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armament outlays. 

In the circumstances it would be 
premature to predict a deficit for fis- J°{ [| | 
cal 1949. Unless military expendi- 
tures are raised beyond present in- 
dications, some sort of surplus is 
likely to develop, making possible 
further debt retirement. In short, the 
end of financial deflation through 
debt retirement appears by no means 
inevitable though the outlook is dis- 
tinctly hazy, and even more so if we 
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look to fiscal 1950 and beyond. 
Against this tentative conclusion 
must be held the fairly wide belief 
that the $3 billion proposed for re- 
mobilization is only a starter, and 
that further substantial funds may 
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‘JOHN L. LEWIS LOOKS AHEAD 





By E. K. T. 


NET RESULTS of John L. Lewis’ most recent per- 
formance cannot be immediately appraised because 
the deal he struck under the Bridges plan was open- 
ended, but in any event the incident may be put 





WASHINGTON SEES: 


The Executive Order suspending sales of surplus 
industrial plants by the War Assets Administration 
came too late to save any considerable amount of 
physical structure, and in ian was not intended pri- 
marily for that purpose. Its effect, it was hoped,’ 
would be felt not in the United States but behind 
the lron Curtain. It was another engagement in the 
cold war. 


WAA had 1,500 war plants to dispose of, and 
has only 300 remaining. The sales scheme segre- 
gates about 150 of the largest plants for disposal 
under contracts which provide the facilities must 
be kept in condition for reconversion to war pur- 
poses on 120 days notice. Those would be effec- 
tively saved for national defense regardless of the 
suspension order. In the 300 which have not passed 
into private ownership to date, there is a great 
miscellany. A few were too spacious to attract pur- 
chasers and WAA has not been able to put over 
the idea of several ownerships under common roof, 
on the same plot of ground; some were of special- 
ized construction, essential to war but useless in 
peacetime production, and therefore finding no 
market. And many, because of remoteness, lack of 
adequate permanent housing, or other practical 
considerations were attracting no more than casual 
glances from purchaser-prospects. 


That there is the nucleus of a big defense plant 
may be credited partly to the fact that congress 
observed the operations of WAA so closely as ac- 
tually to slow down disposals, The Administration 
was ‘taking no chances.” 
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down as preliminary to his next act, scheduled for 
June 30 when the expiration date of the United 
Mine Workers contract will be reached. Timing will 
be all-important. Congress will be leaving Wash- 
ington, unless world conditions dictate otherwise, 
and if Lewis doesn’t tip his hand in advance, agita- 
tion for strengthening the Taft-Hartley Law will 
have died down. It will be argued that to anticipate 
bad faith is unfair, and of course John L. will agree. 
Then act! 


SPECIFIC reasons may be hard to list, but it is a fact 
that there’s a more confident tone in Washington 
discussions of the world situation in recent weeks 
than could be found before. Some of the cloud of 
gloom was lifted by passage of ERP. It inspired 
confidence that the spread of communism will be 
slowed at least, possibly halted. And the simultane- 
ous stiffening of congress and the State Department, 
marked by actual preparations for defense, if the 
need arises, has had a salutary effect. Then, too, 
Henry A. Wallace, on the one hand, and republican 
presidential aspirants on the other, are bearing 
down on the argument that shooting war isn’t at all 
necessary. 


LITTLE NOTICED decision on the secondary boycott 
provisions of the Taft-Hartley Act is being hailed 
by construction unions as a signal to go ahead with 
work stoppages as a method to force non-union 
contractors off jobs. A federal judge at Denver said 
the law doesn’t apply to the building trades con- 
cerned, basing his rule on the ground that building 
is not interstate commerce, nor within the reach of 
federal statute. Movement of materials over state 
lines to the contractor was held not enough to bring 
the issue within the law. Which seems to quarrel 
with Supreme Court rulings that maintenance em- 
ployees in a warehouse holding goods intended for 
interstate commerce are, themselves, in such trade. 


REP. JOHN TABER, leader of the house economy bloc 
who has been given pretty much of a free hand in 
his budget slashing and who, in the process, un- 
doubtedly has saved the taxpayers a considerable 
amount of money although deficiency appropria- 
tions will be needed to (Please turn to page 98) 
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U. S. Maritime Commission is about to launch 
big personnel recruitment, program as first step in ex- 
AA WN pansion. Wanted now are the planners and executives, 

e rather than operating personnel. That will come later. 
There's talk of a new construction program of fast tankers 
and troopships as part of the defense program. Maritime, 
of course, would get the job. Despite the fact that much 


of the fleet is new, there have been revolutionary changes, 
chiefly in speed factors. 
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[- hedd money would have caused minor revolution on Capitol Hill 


Talk of starting the printing presses to turn out 

















dust a few years ago. But, now, the congressmen are about 
to scrape up some deficiency appropriations so the Bureau 
of Printing and Engraving can operate six, instead of 
five, days each week. Goal is 20 million additional sheets 
of paper money this year. Already there are 28 billion dollars in paper money in 
circulation. 

















Public and private agencies here which have been watching the situation 
closely agree the packinghouse strike has not had the effect on either distribution 
or prices that had been expected. Supplies have generally been adequate. Prices of 
both livestock and meats actually have declined! Plants not affected by the strike 
have expanded their operations by lengthening their day. Receipts at stockyards have 
been ample, orderly. The talk of "only two weeks supply" already has been blasted out 
of reality. 























Following weeks of rumorings, heightened by visits to Washington of Bernard 
Baruch and others who pop up in the Capital whenever an emergency comes into outline, 
the Munitions Board has announced a program for military-industry preparedness, call- 
ing for a survey of industry capacity as a beginning point. 
































There are ominous reports from high places that industry will be "educated" 
for its role in case of anewwar. That means nothing if it doesn't mean that non- in- 
dustrialists are going to tell the experienced men how to run the machine that ran so 
well with a minimum of interference from military authority in the last war. Explana- 
tion: the military wants to pass on to industry the benefits of experience gained in 
use of the tools that were made, and to advise how a different tool in type, or a changed 
assembly line, might better serve the "end use." 





























Further buildup of the military is found in the decision by the Department 
of Agriculture to have Army Quartermasters handle all purchases for foreign relief, 
insofar as they affect foods. That's a major part of the planned outlay and the nation's 




















big distributors soon will find themselves doing business again across Pentagon desks. 
Here, the — is avoidance of duplication. But again it is difficult to over- 











Congress, with uncommon foresight, made provision for an immediate start 
on ERP: a billion dollars borrowed from RFC has gotten the planning for procurement 
underway. That amount isn't sufficient to cut into the real problem for it will do 
little more than pay for setting up shop in Washington and making some token contri- 
butions toward fighting the emergent problems. But it's regarded here a tremendously 
important time saver. And it will avoid impression that ERP is only a pious declara- 
tion of purpose. 
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The problem of freight car supply is bobbing up again. The Commerce 








Department is taking another count of the USEFUL cars, measuring that against in- 
dicated needs. Heavy movements eastward will begin when ERP funds are made available 
(the bill signed by the President doesn't carry the funds, other than the RFC authori- 
zation), and that will coincide with the seasonal loading. Controls are obvious. 











The republican-held congress knows controls are ahead, hasn't decided how 
far to go along with the White House on blanket authority to install them. Forecast 
is that congress eventually will go all the way, trust that Mr. Truman will be sparing 
in the application during the campaign months, if for no other reason than the political 
one. And they're so completely confident of November victory that they expect to 
take over controls thereafter. 




















One of the first likely to feel the effect of priorities or allocations will 
be the airplane industry. The accelerated building program that now seems assured, 
accounts for that. And shipbuilding and armament, even though they call for not more 
than 10 per cent of the steel output, would bring controls into play there, it is 
conceded. Food rationing and price controls would come in the wake of a real or 
"jittery" need on the part of the Army Quartermaster Corps to begin piling up canned 
goods. 
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west, plus a marked tendency in the republican ranks to open wide and redistribute the 
strength formerly thought to be closely held within a top-ranking three of four can- 
ditates, has sent Washington political circles on a new flight of discussions. Today 
they're conting out those who were counted in, or close to it, two months ago. 























The southern revolt against President Truman isn't the real worry. The 
democratic inner circle always has dismissed it, or pretended to. Now it’s New York 
State and its huge bloc of convention votes, and the geographical middle of the country 
that's causing concern. And in those areas the civil rights issue plays no part. 
It's just anti-Truman, based on the practical politicians’ view that he can't win. 
The far west is being courted with the suggestion that Washington State's William A. 
Douglas be put forward to head the ticket. The Supreme Court Justice says he won't 


accept. 

















Qn the republican side, the results of the Wisconsin preferential primary 
has sent speculation into a tailspin. It demonstrated that General Mac Arthur's 
boom has everything but votes. His political demise there was relief to the convention 
managers who were having no part of him despite his evident popularity. Fear had 
been expressed on the higher level that an effort might be made to steamroller his 
nomination in Philadelphia. Recent memory of Wendell Willkie cause the GOP chieftains 
to prepare. And prepared they were for any repeat performance. 


Wisconsin has gone far to eliminate three top aspirants. Certainly Dewey's 
cause was hurt, and Mac Arthur was eliminated. The victor could be a loser: Stassen 



































As it now shapes up, Stassen is at the peak of his possibilities. Taft and 
Dewey are slugging it out with a likelihood that they will slug each other out in the 
process. Warren is playing watchful waiting game. Vandenburg found he couldn't get 
the nomination in years when he tried everything, now he's doing nothing. Openly, that 
is! Which brings up the fact that a dark horse is coming along fast on the inside track: 
Speaker Martin. 
































Martin has been addressing audiences everywhere they can be assembled. His 
ostensible role is that of party peacemaker. But he is having the opportunity to be 
seen heard, to do some personal selling. The speaker can "walk tall" into places where 
an avowed candidate can’t even slip an emissary. Martin is an extreme outside possib- 
ility, but his name will be on every delegate’s tongue until the final ballot is taken 
at Philadelphia. 
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(Cr March 17, less than four weeks after the 
communists had engulfed Czechoslovakia, the foun- 
dations were laid in Brussels for a union of 
western European nations which may well mark the 
beginning of a new era on the Continent of Europe. 
Five nations, Great Britain, France, the Nether- 
lands, Belgium, and Luxembourg, signed on that 
date a fifty-year pact which is to form the core of 
a new Western European Alliance of nations. They 
have pledged “to give each other all military and 
other aid and assistance” in case of an armed at- 
tack. Also they have expressed a desire to collab- 
orate in “economic, social and cultural matters,” and 
from time to time “to consult with each other on 
all questions dealt with in the Treaty.” 

The Brussels Treaty is not only the boldest but 
also the most extensive step so far taken in the way 
of a voluntary organization of European countries. 
The idea is by no means new. Count Coudenhove- 
Kalergi, the most consistent advocate of a United 
Europe, urged it some 25 years ago. Former Prime 
Minister Winston Churchill, perhaps the most pene- 
trating international observer in this two-world era, 
made a plea for it two years ago at Fulton, 
Missouri. 


Extension of European Union? 


The possibility of extending the Western Euro- 
pean Union to other free European countries has 
fired the imagination of people on both sides of the 
Atlantic. Considering that under the Marshall Plan, 
the Western European countries are learning to ne- 
gotiate with each other on such problems as food 
allocations, production, intra-European trade and 
combined dollar reserves, there probably has never 
been a more propitious time than the present for 
convincing Western Europeans of the need and the 
advantages of pooling economic integration, mean- 
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For the first time in history, European leaders are 
realistically preparing the foundations for a voluntary 
organization of European countries that may mark the 
beginning of a new era on the Continent. 





By V. L. HOROTH 


ing larger markets, increased specialization in pro- 
duction, and-the removal of tariff barriers, has been 
particularly appealing. In fact, extensive economic 
integration is held by many American economists to 
be almost essential to the success of the European 
Recovery Plan and to the economic and social re- 
juvenation of Western Europe in general. 


What Prospects for United Europe? 


What are the chances of organizing a Western 
European Union along the lines of the United States 
of America? Is such a scheme practicable? What 
problems and difficulties are likely to be encountered 
in carrying it out? An understanding of some of 
these problems and difficulties may help to avoid a 
certain amount of disillusionment during the next 
few years. This because the economic integration 
of Western Europe is likely to be slow—far too 
slow for American public opinion—unless, of course, 
another Russian grab jolts the Western Europeans 
into more vigorous action. But then, some people 
believe that the Brussels program is entirely in- 
adequate and that the foreign ministers meeting in 
Belgium should have had their banners inscribed 
“It is later than we think.” 

The Brussels Pact, as it stands today, goes about 
as far as the Pan-American Union Pact. There is 
no indication that the five nations that signed it 
intend to pool their economic resources or remove 
customs barriers, though all that may come consid- 
erably later. As the London Economist points out, 
many arrangements taken for granted in the pacts 
concluded by the Soviet satellite countries of Cen- 
tral and Eastern Europe, such as the coordination 
of planning (elimination of duplicate plants), and 
regional specialization of production, have not been 
even mentioned. 

Basically the Western European Union is still 
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only a military and political pact of five nations 
which is to be extended to the remaining eleven 
“Marshall Plan” countries and to Western Ger- 
many. But there are two important points about 
the Union: (1) It will have the protection of the 
United States. As recommended by President Tru- 
man, to safeguard its independence from the com- 
munist onslaught, military aid is to extended to the 
Union by this country. (2) Great Britain, according 
to the now famous January 22nd speech of Foreign 
Secretary Bevin, will consider herself an integral 
part of the Union. The Empire problems are to be 
subordinated to the demands for European unity. 
In doing this, Great Britain is abandoning her 
traditional “balance of power” policy of supporting 
the second strongest or smaller powers against the 
strongest power. 


Conflicting Visions 


Mr. Churchill, and undoubtedly the majority of 
Americans, would like to see the Western Euro- 
pean Union built up into an economically integrated, 
revitalized anti-Soviet bloc. In contrast, the British 
Labor Party and such Continental leaders as the 
present French and Belgian foreign ministers visu- 
alize the Western European Union—or at least they 
did up to the time of the Czech disaster—as “the 
third force.” By that they mean an alliance of na- 
tions, not necessarily economically integrated, but 
rather bound by a common objective in world poli- 
tics. They see or saw the Western European Union 
as a huge super-buffer-state between the United 
States and the Soviet Union, strong enough to 








U. S. Trade with Western European Countries 


1936-38, 1946 and 1947 


(in millions of dollars) 
. 





—U.S. Imports to— —U.S. Imports from— 
1936-38 1946 1947 1936-38 1946 1947 





1. “Brussels Pact” 











Countries: 
Great Britain . 499 856 «1,114 174 156 205 
France . . 143 712 820 65 62 47 
Netherlands . 81 222 385 45 23 26 
Belgium-Luxemb. 77 279 535 59 77 59 
Sub-Total 800 2,069 2,854 343 318 337 
II. Other E.R.P. ues ee 

Countries: 
Austria ............ 3(a) 83 71 6a) | 5 
Denmark 18 38 78 4 5 5 
Eire FP 15 28 62 ! 3 3 
Greece ............... 7 143 167 14 24 17 
aa aes 65 371 492 43 69 a4 
Norway ............... 20 79 147 21 13 22 
Portugal 12 60 95 7 23 21 
BWRHOR  onn5. 57 206 399 51 47 93 
Switzerland _.... 10 108 195 24 98 83 
awaey’ i 37 72 16 68 57 
Sub-Total ..... 218 1,153 1,778 187 351 350 
Ill. Other Countries: | 
Western Germany 112 82 155 79 3 6 
Spain ........ e 13 43 33°" 4 48 26 
Sub-Total = 125 125 188 93 5! 32 
IV. Grand Total ......... 1,143 3,347 4,820 623 720 719 
iccibieataachataleetsieae | 
(a)—1937 | 
ae. | 
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follow an independent course between the two. More 
than that, the Union would also pursue its own 
economic policy, which would be somewhere between 
the free enterprise system of the United States and 
the state capitalism of the Soviet Union. 

The political and economic strength of such a 
super-buffer-state would be considerable if all 16 
“Marshall Plan,’ countries, Spain, and Western 
Germany became members. The population of such 
a combination of states would be nearly 250 million. 
With a steel-making capacity of some 30 million 
tons, and an annual coal output of nearly 400 mil- 
lion tons (based on pre-war figures), the Western 
European Union would be an industrial giant tower- 
ing far above the Soviet Union and her satellites. 
But with the exception of iron ore and bauxite and 
of course coal, the Western European Union would 
be deficient in most raw materials. Neither could 
she feed herself, and hence would continue to be 
dependent upon trade with the Western Hemis- 
phere, Eastern Europe, and the colonial empires. 

Unless further Russian encroachments virtually 
stampede the remaining free European countries 
into pooling resources, the economic integration of 
Western Europe is likely to proceed very slowly. 
There will probably be a good deal of talk about 
economic integration, some of it undoubtedly in 
response to American insistance on economic coop- 
eration while the E.R.P. is being carried out. 

There are powerful reasons, and practical ones 
too, why the economic integration cannot proceed 
rapidly. Most of the Western European countries 
are highly complex, mature economic units. They 
have a definite economic structure and cannot be 
thrown together as for example, Peru and Bolivia, 
or Yugoslavia and Bulgaria could be integrated, 
without serious consequences. 

The economic reorganization of Western Europe 
would probably require resettlement of the popula- 
tion, as of Italians or Germans in France. No exist- 
ing government in Europe would consent to any- 
thing like that if it wanted to stay in power. Many 
industrial plants would have to be scrapped and new 
ones erected near the sources of raw materials and 
manpower. Would France or Great Britain consent 
to these new plants’ being built, let’s say, in Italy 
or Spain? 


Integration to be slow 


Rather, the economic integration of Western 
Europe is likely to proceed piecemeal. One or two 
countries may agree on a customs union, as it hap- 
pened in the case of “Benelux.” A customs union of 
all 16 “Marshall Plan” countries including Western 
Germany and the colonial areas is purely visionary 
at present. Belgium, the Netherlands and Luxem- 
bourg were able to work out a customs union—in 
four years time—because their economies were com- 
plementary rather than competitive, and their tariff 
barriers were relatively low. 

There is a good chance for a customs union be- 
tween France and the Benelux countries. Here again 
are countries with complementary economies. But 
even if the customs barriers could be removed by a 
stroke of the pen, it would still require years of 
negotiations to write a uniform tariff for the com- 
bined territory. 

In February, the prime ministers of the Scandi- 
navian countries met in Stockholm to discuss the 
possibilities of a Scandinavian customs union. Such 
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a union had been proposed on a number of occasions 
in the past, but had led to few practical results 
despite great similarities in the respective tariffs. 
Recently the Swedes have taken a strictly neutral 
attitude, declining to join any political move that 
would widen the rift between the East and the 
West. é 

The Swiss, who have been making a lot of money 
since the end of the war by acting as brokers be- 
tween Eastern and Western Europe, have also been 
wary of joining any political bloc. While willing to 
do everything in their power to promote the recon- 
struction of Europe, the Swiss by tradition are 
likely to shy away from joining any bloc. 

The difficulties of economic integration really 
would become quite terrifying, should a customs 
union be extended to the oversea empires of Great 
Britain, France, the Netherlands and Belgium. 
France, for example, has expressed a willingness to 
include the French Empire within the customs 
union and within the whole system of Western 
European economic integration, provided that Great 
Britain is prepared to do likewise. However, this the 
British are still far from ready to do. 


Attitude of Britain 


Britain’s attitude toward Western European eco- 
nomic integration has been rather curious. The 
British seem to accept wholeheartedly political and 
military cooperation—in fact they were the first to 
suggest it—, but they show little enthusiasm for 
economic integration with the Continent. The Labor 
Party’s coolness is explained by the fear that such 
integration would interfere with internal planning. 
Surprisingly, most of the conservatives are for ex- 
tensive economic cooperation, except Lord Beaver- 
brook and his followers. They continue to stress 
Empire rather than Continental ties. 

The British attitude is really not difficult to un- 
derstand. As. Mr. M. L. Hoffman, New York Times 
correspondent, recently wrote from Paris, to join 
the Western European Union economically, “Britain 
would, in effect, be required to declare herself bank- 
rupt and to start over again with a drastic shift 
in the orientation of her economic and financial sys- 
tem away from the Commonwealth and toward 
Europe.” The joining of an economic union in which 
would be included such desperately poor countries 
as Italy or Greece, would mean for the British 
much the same that the integration of Czechoslo- 
vakia with other satellite countries means for the 
Czechs: a general lowering of the standard of 
living. 

This the British are not quite ready to accept. 
Nor are they ready to sacrifice the pound sterling 
to association with the French franc, the Italian 
lira, and the Greek drachma. Britain’s joining her 
economic fortunes with her Western European 
neighbors would among other things require the 
blocking of the existing sterling balances so as to 
reduce the ability of non-European countries to buy 
in Great Britain. At the same time, the British 
would have to extend almost unlimited sterling cred- 
its to countries like Italy, Greec, or Spain, with the 
result that the pound sterling would weaken’in in- 
ternational markets. 

Also on their part, some of the Continental coun- 
tries are strictly “for themselves.” The Belgians 
show little disposition to cooperate with the British 
in preventing the seepage of blocked sterling bal- 


APRIL 24, 1948 








Foreign Trade of Western European Countries 


1938, 1946, 1947 


(in millions of dollars) 








Total Imports Total Exports 
ee ee ee Oe 


|. ‘Brussels Pact” 














Countries: 

Great Britain 4,496 5,243 7,203 2,302 3,889 4,820 
France 1,326 2,566 2,912 880 852 =—-:1,792 
Netherlands 778 809 1,602 572 296 701 


Belgium-Luxemb... 779 1,199 1,930 732 677 1,396 


Sub-Total 7,379 9,817 13,647 4,486 5,714 8,709 
11. Other E.R.P. 
Countries: 
Austria 273(a) 108 121 228(a) 22 7I 
Denmark 355 591 643 335 336 483 
Eire 202 290 527 117 157 160 
Greece 132 293 220(e) 91 40 86‘e) | 
Iceland i $8 80 13 45 45 | 
Italy 593 730 1,010(e) 552 287 465(e) 
Norway 293 442 770 193 242 365 
Portugal 102 278 308 50 186 162 
Sweden 525 858 1,437 465 644 894 
Switzerland 368 800 1,126 301 625 763 
Turkey . vg 121 250 e) 115 218 260(e) | 
Sub-Total 2,973 4579 6492 2,460 2,802 3,754 


Ill. Other Countries: 


Western Germany 2,189(b) 895 
Spain 127(c) 300 


2,111(b) 286 | 
385 e) 104(c) 258  310(e)| 


Sub-Total 2,316 1,195 385 = 2,215 544 310 


IV. Grand Total... 12,668 15,591 20,524 9,161 9,060 12,773 


(a)—1937. (b)—Pre-war Germany. c)—1939. (e)—Estimated. 

















ances and their conversion into dollars. And the 
Swiss and the Swedes abhor the idea of helping to 
carry the huge British external debt. 

The average American, being a natural optimist, 
is apt to underestimate greatly the difficulties that 
the economic integration of the Western European 
Union is bound to create. On the other hand, there 
is no reason for pessimism either. The E.R.P. will 
be a tremendous catalyst in bringing together the 
individual European economies. 


What's First Needed 


The need is not so much for grandiose schemes 
of economic cooperation or integration, but rather 
for small scale cooperation, particularly in matters 
pertaining to the postwar recovery. Greater syn- 
chronization of planning for the future would help. 
Also more consultation among European countries 
on matters of currency, inflation control, and the 
removal of numerous regulations handicapping the 
flow of trade. The establishment of a preferential 
system in respect to the colonial empires would also 
have a tremendous appeal. That would put the Ger- 
mans and the Italians on an equal basis in the de- 
velopment and exploitation of vast colonial areas. 

As the London Economist points out, the real test 
of Western Europe’s capacity for cooperations lies 
“in the practical test of how much sovereignty the 
nations are prepared to sacrifice and how much 
effort they will throw into the common cause.” 
The Americans can help not by telling the Euro- 
peans what they should (Please turn to page 94) 


73 











™® CHEMICAL INDUSTRY 


—AS IT LOOKS TO WORLD LEADERSHIP 
) 





By J. C. CLIFFORD 


Wace has been said of the fabulous riches 
discovered in mining gold or in drilling for oil, but 
what about the vast wealth pouring forth from 
laboratory test tubes to be shared by all mankind? 
In the hurly burly of today’s confused political and 
economic thinking, few give heed to the many bless- 
ings and comforts made possible through chemical 
research. In terms of human satisfaction they are 
priceless. 

One need mention only a few to substantiate this 
high appraisal of an industry that may have lost 
some of its glamor in recent years. Consider peni- 
cillin and its widely known companion wonder 
drugs, streptomycin and sulfonomides, which have 
meant so much to the medical world; also synthetic 
rubber and kindred items which enabled us to over- 
come the seemingly fatal loss of natural resources 
during the war; and a great variety of plastics 
which have revolutionized manufacturing processes 
and have introduced to the market hundreds of 
beautiful and useful objects. 

For a generation and more the chemical industry 
has fully justified its reputation for vigorous 
growth. With the aid of scientific research and mount- 
ing manufacturing ingenuity, nationally known con- 
cerns have grown and prospered as they steadily 
widened their scope, improved the quality of their 
products and expanded the number and volume of 
products moving into business channels. Their se- 
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curities have mounted in 
value. What of the future? 
Has the saturation point 
been reached? These are 
questions that deserve care- 
ful consideration in the 
light of the wartime expan- 
sion undertaken by the in- 
dustry. 

Although sales have dou- 
bled and trebled since 1939, 
when the outbreak of war 
in Europe stimulated re- 
armament in this country, 
who is to say that the mar- 
ket potential has been sat- 
isfied and that nothing 
more remains to be dis- 
covered? Research is more 
active and better directed 
than ever before with 
larger and larger sums be- 
ing devoted to finding new 
products and broader mar- 
kets for established items. 


New Products 


Probably half of the indus- 
try’s current sales repre- 
sent products introduced in 
the last decade. Such is the 
experience at least of one 
typical manufacturer. Per- 
haps by 1958, half of sales 
volume then may be ac- 
counted for by articles still 
to be brought out of labora- 
tories and pilot plants. 

The extent to which the 
industry has expanded 
since the beginning of the war is not generally 
realized by those outside the trade. The growth may 
be more readily appreciated when expressed in in- 
dex numbers with the pre-war average (1936-1939) 
taken as 100. In the tabulation below, pre-war sales 
and share earnings are related to 1947 results for 
a group of representative companies. It may be seen 
that, for the most part, production has expanded 
phenomenally, while share earnings have increased 
more conservatively. The comparison : 


Share 

Sales Earnings 
(1936-39 = 100) 
Arr AREGUCHION: ci2cc0lisiekeecas 342 91 
Allied Chemical & Dye............ 227 191 
American Cyanamid .............. 131 174 
PRADSOPOWGEY | scsicseesccccevsscodedeace 254 179 
Columbian Carbon ................ 289 173 
Commercial Solvents ............ 529 700 
DOW: CHEMICAL :.....<00.tescseccssceds 452 300 
E. I. duPont, deNemours........ 319 151 
Hereules (POW? <.....53506s<000050- 339 32D 
Mathieson Chemical .............. 224 252 
Monsanto Chemical ................ 419 299 
Chas. Piiser & Co........000565060.0001 632* 1,053 
Union Carbide & Carbon........ 400 205 
Victor Civemical .................... 323 300 
Westvaco Chemical ................ 292 333 


*1939 sales only. 
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In face of evidence of consistent progress, there 
is no statistical evidence to substantiate the theory 
that the industry has reached maturity, although it 
is not to be expected that the rapid pace of the war 
years is to continue indefinitely. Business records 
show that the industry’s expansion program is being 
accelerated. Several companies have authorized ex- 
penditures running into the millions for new plants 
this year. On the other hand, demand for many 
staple chemicals may begin to taper off, now that 
pipelines have filled and inventories have accumu- 
lated in the hands of consumers. A slackening in 
abnormal production would seem logical, but output 
is unlikely to recede to any important ,extent. 


World Leadership 


Necessity for supplying a greater share of world 
markets virtually assures a high rate of output. 
United States producers have been called upon to 
fill the void created by the destruction of the large 
German chemical industry. In view of the fact that 
there seems little prospect of restoration of chemi- 
eal production in Germany to supply export mar- 
kets for some time to come, the change in world 
conditions is a vital factor in the industry’s sales 
expansion. The industry, in short, can look forward 
to maintaining world leadership in its field. 

Moreover, the agitation for stockpiling strategic 
raw materials should stimulate demand for basic 
chemicals. Incidentally, the development of the atom 
bomb was a factor in enlarging chemical produc- 
tion during the war and several companies are par- 
ticipating in the Oak Ridge project to a considerable 
extent. Armament activities usually contribute in- 
directly as well as directly to the chemical indus- 
try’s production volume, for consumption of numer- 
ous products is determined to a large extent by the 
trend of national income. 

Apart from a high level of requirements for basic 
chemicals and derivatives, demand for relatively 
new products such as detergents, simulated leather 
and other types of plastics, coated textiles, and 
chemicals used in food enrichment, etc., promises to 
continue to grow and contribute to total volume. 


Sales and Earnings Progress 


To those familiar with types of products of indi- 
vidual producers it is evident in the sales and earn- 
ings statistics in the accompanying compilations 
that greatest progress has come with development 
of new products. Sales of Pfizer, for example, reach- 
ed a peak of $43.7 million in 1946, compared with 
about $6.2 million in 1939, the growth being at- 
tributable largely to concentration on penicillin, 
streptomycin and tartar products. Some $12 million 
was put back into additions and improvements of 
manufacturing facilities in the past five years and 
an additional $4 million has been appropriated for 
expansion this year. Production economies have 
brought sharp declines in penicillin costs. 

Sales volume and earnings of Commercial Sol- 
vents have shot up in recent years as a result of 
shifting operations from industrial alcohol to chem- 
ical lines, including penicillin, riboflavin (vitamin 
B?) and branded anti-freeze lines which command 
wider profit margins than bulk items. The rate of 
production of penicillin was more than doubled to- 
ward the end of last year, largely as a result of im- 
provements in manufacturing processes, but output 
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failed to keep pace with demand, according to the 
management. 

Increased demand for industrial chemicals devel- 
oped in recent years accounted in large measure for 
the 28 per cent rise last year in sales and operating 
revenues of Atlas Powder. The gain in industrial 
chemicals was 52 per cent, while unit volume of 
coated fabrics declined due to competition from low- 
er cost plastic materials. Sales of industrial explo- 
sives used chiefly in coal and metal mining, quarry- 
ing, road building and in oil exploration, reached 
the highest total on record. 

These illustrations show how the industry is mak- 
ing constant progress in serving its customers. Unit 
costs have steadily declined as volume has increased. 
Consequently, the rise in selling prices has been 
comparatively slight considering the uptrend in raw 
materials and in wages. The labor factor in chemi- 
cal production is relatively low, and this has enabled 
manufacturers to keep down their prices. The whole- 
sale index for chemicals compiled by the Depart- 
ment of Labor (1926 equals 100) stood at about 125 
at the end of the year, showing a gain for 1947 of 
about 11 per cent. Production had climbed to 250 
per cent of the 1936-39 average, however, and wage 
rates rose slightly less than 10 per cent for the year. 


Widely Diversified Output 


Most chemical companies produce a broad line of 
materials, some of which are used as components of 
other products. Sulphuric acid is one of the major 
contributors to volume, since it is used to a large 
extent in manufacture of fertilizer and in oil refin- 
ing, in iron and steel making and in textiles and 
other chemicals. In value of production, alkalies, 
such as soda ash, and chlorines rank second only 
to finished coal tar items. Probably the most rapidly 
growing division is that comprising synthetic or- 
ganics. Production was stimulated when German 
sources were shut off in the first war. Phenomenal 
development of synthetic organic chemicals by the 
petroleum industry was stimulated by urgent need 
for war materials in the recent world conflict. 
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Figures are in million dollars, except Allied 

where otherwise stated. Air Chemical American Atlas Columbian Commercial Davison 
CAPITALIZATION: Reduction & Dye Cyanamid Powder Carbon Solvents Chemical 
Long term debt, stated value Saee $61.7 oes PIAS $3.5 
Preferred Stocks, stated value. een Pes Pa $39.1 $6.8 pEto@  jpepeeegs | Pals > 
Common Shares outstanding (000 omitted)... 2,737 2,401 2,737 258 1,612 2,636 514 
Total capitalization $57.9 $12.0 $128.2 $18.4 $21.8 $6.6 $4.0 
INCOME ACCOUNT: for fiscal year ended............. 12/31/47 12/31/47 =12/31/47 9912/31/47 =12/31/47 12/31/47 6/30/47 
Net sales $85.5 $365.9 $214.6 $41.2 $41.1 $93.7 $25.4 
Depreciation $3.4 $9.4 $6.8 $ 8 $2.6 $ 9 $ .8 
Taxes $3.3 $22.4 $5.6 | $1.2 $2.8 $5.2 $1.2 
Net available for interest (before taxes)... $9.8 eee See eee CO, Rees Benet 
Interest (bonds and long term debt) $ 7 Scie eee. | fer eps ee ll a 
Preferred dividend requirements... ccc esscesenee | seeetmneee S77 - cc ee 
Balance for commo $5.7 $30.3 $8.2 $1.7 $6.1 $9.1 $1.8 
Operating margin 10.5% 16.0% 10.8% 7.4% 27.0% 15.3% 15.7% 
Net profit margin 6.7% 8.3% 4.3% 4.9% 14.6% 9.7% 7.1% 
% earned on invested capital 7.9% 11.4% 7.5% 7.5% 15.0% 28.0% 9.6% 
No. of times interest charges earned...................... 14.0 eae 12.3 alee | LS kee. cad = 
Earned on common per share—1947......................... $2.08 $13.69 $2.96 $6.78 $3.76 $3.44 $3.51 
Current price of common $26 $186 $39 $62 $34 $24 $20 
Dividend rate—1947 (a) $1.00 $9.0 $1.00 $2.50 $2.00 $1.50 $1.00 
Dividend yield 3.8% 4.8% 2.6% 4.0% 5.9% 6.2% 5.0% 
Price-earnings ratio 12.4 13.6 13.2 9.1 9.0 7.0 5.7 
BALANCE SHEET: fiscal year ended 12/31/47) = 12/31/47 =—-12/31/47) 12/31/47) 12/31/47 =—-12/31/47 += 6/30/47 
Cash assets $17.6 $112.8 $34.1 $4.8 $8.9 $8.5 $4.0 
Inventories, net $12.4 $36.5 $46.5 $7.9 $4.4 $6.4 $3.4 
Receivables, net $9.7 $29.5 $21.1 $4.9 $3.4 $5.8 $2.1 
Current assets $39.8 $178.9 $101.8 $17.6 $16.7 $20.4 $10.0 
Current liabilities $9.7 $40.5 $34.2 $4.0 $4.8 $5.2 $1.5 
Net current assets $30.1 $138.4 $67.6 $13.6 $11.9 $15.2 $8.5 
Fixed assets, net $42.1 $100.4 $84.4 $11.2 $24.7 $13.8 $11.0 
Total assets $91.4 $574.8 $206.6 $33.6 $45.2 $37.5 $21.8 
Book value per share $18.62 $121.48 $26.13 $60.76 $23.67 $12.25 $32.11 
Net current asset value per sharet. eee es ES oS $14.60 $7.40 $5.90 $9.70 
Cash asset value per share $6.50 $47.0 $12.40 $18.60 $5.50 $3.23 $7.80 
Current ratio 4.1 4.4 3.0 4.4 3.5 3.9 6.7 
Inventories, %% of sales 14.5% 10.0% 21.7% 19.2% 10.7% 6.8% 13.4% 
Inventories, %e of current assefs................. te 31.0% 20.5% 46.0% 45.0% 26.3% 31.3% 34.0% 
Depreciation, % of gross fixed assefts..................... 4.2% 2.7% 4.4% 3.1% 4.0% 3.3% 4.5% 


*.—Adjustments made for stock split-ups, In these computations minor sums have been disregarded. 


t—After allowing for senior securities. 








On a dollar basis, the value of chemical produc- 
tion in relation to total manufacture is compara- 
tively low. Before the war the ratio had shown a 
gradual uptrend at slightly less than 2 per cent of 
the country’s valuation of all manufactures. No re- 
cent figures are available. With the introduction of 
antibiotics and other important pharmaceuticals as 
well as raw materials for plastics, it seems reason- 
able to assume that the ratio may have risen since 
the war. 

As indicated previously, numerous important 
manufacturers have expansion programs under way 
which suggest that the industry’s growth character- 
istics are likely to remain strong. American Cyan- 
amid contemplates completion of the major portion 
of its plant improvements this year. Capital ex- 
penditures approximated $61.7 million in the last 
two years, not including $8.9 million advanced to 
associated companies. Jointly with International 
Paper, Cyanamid is undertaking a project in Flor- 
ida that is expected to yield substantial results 
through use of a byproduct of the kraft paper proc- 
ess. In association with the Texas Company, Cyan- 
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amid recently began operations in a Texas plant to 
produce a variety of chemicals from petroleum re- 
finery gases. Another plant jointly owned with Pitts- 
burgh Plate Glass Company is producing caustic 
soda and chlorine at Lake Charles, La. These ven- 
tures represent a_ substantial expansion for 
Cyanamid. 


Union Carbide and Carbon 


Union Carbide & Carbon, one of the largest fac- 
tors in the industry, especially in the field of indus- 
trial gases, is continuing its impressive expansion 
program this year. Plans call for expenditures of 
about $100 million on improvements aimed at in- 
creasing output. Construction and acquisition of 
new properties last year came to $104 million, or 
slightly more than the amount spent in the preced- 
ing four years. About 80 per cent of 1947 construc- 
tion went for enlargement of facilities for chemi- 
cals and plastics at plants in Indiana, New York, 
Texas and West Virginia. Capacity for production 
of industrial gases also was increased in an effort to 
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Position of Individual Chemical Companies* 





International Union 2S, 

Dow DuPont Hercules Minerals & Monsanto Pennsylvania Carbide & United Industrial Victor Westvaco 
Chemical Chemical Powder Chemicals Chemical Salt Mfg. Carbon Carbon Chemicals Chemical Chemical 
rene ees $7.8 . | rs lt on $7.5 bat eae - 
$30.4 $268.9 $9.6 $9.8 $9.1 Sr | eee ae peared $8.0 $12.3 

1,248 11,122 2,633 788 4,253 757 9,480 795 500 749 559 
$132.6 $491.3 $25.0 $21.7 $62.0 $12.3 $214.5 $11.9 $22.1 $11.6 $16.9 
5/31/47 12/31/47 12/31/47 6/30/47 12/31/47 6/30/47 = 12/31/47 9112/31/47 = 3/31/47 12/31/47 1/3/48 
$130.4 $795.5 $131.2 $41.3 $143.4 $29.2 $521.8 $23.9 $69.7 $21.3 $25.0 
$8.6 $33.9 $6.3 $1.6 $5.3 $1.0 $16.6 $3.1 $1.0 $ 5 $ 9 
$8.2 $68.7 $9.1 $2.0 $10.2 $1.6 $46.5 $1.8 $2.1 $1.4 $1.6 
Cre So eee Pee $4.0 S265 “2 $122.1 SP eee cls x 
$ 7 SO ae eee Sa Se ye see $ .4 Ge “See =| : 
$1.2 $10.1 $ .4 $ .4 Se | eee wei ee a Gia $ .4 
$11.5 $110.0 $12.5 $3.4 $15.3 $2.6 $75.6 $3.1 $3.6 $1.8 $2.2 
21.8% 25.0% 21.2% 19.5% 22.0% 17.0% 25.0% 37.0% 9.7% 18.9% 23.8% 
9.8% 15.0% 9.8% 9.2% 10.8% 9.1% 14.4% 13.2% 5.2% 9.8% 10.6% 
7.3% 12.5% 19.6% 9.4% 12.8% 12.8% 13.9% 16.4% 8.8% 15.4% 11.4% 
19.4 emg | Oeics 20.0 = meee ce 29.5 pcre ea c 
$2.31 $9.88 $4.75 $4.35 $3.59 $3.57 $7.98 $3.97 $7.19 $2.47 $4.04 
$41 $175 $56 $29 $57 $29 $105 $33 $40 $44 $38 
S87 $8.00 $2.00 $1.60 $2.00 $1.60 $3.75 $2.00 $3.50 $1.75 $1.28 
2.4% 4.6% 3.6% 5.5% 3.5% 5.5% 3.6% 6.1% 8.7% 4.0% 3.4% 
17.7 17.8 11.8 6.7 16.0 8.1 13.2 8.3 5.6 17.8 9.4 
5/31/47 12/31/47 12/31/47 6/30/47 12/31/47 3912/31/47 =12/31/47 =12/31/47 3/31/47 12/31/47 1/3/48 
$10.8 $202.1 $17.4 $4.8 $14.4 $2.7 $201.0 $6.7 $11.2 $2.4 $4.8 
$32.7 $142.5 $18.2 $6.1 $27.1 $9.5 $111.9 $1.4 $16.8 $4.9 $4.1 
$15.8 $68.1 $9.4 $2.7 $18.6 $3.0 $65.4 $2.5 $6.2 $1.6 $1.9 
$59.8 $412.8 $45.2 $13.9 $60.2 $15.5 $378.4 $10.7 $34.2 $9.0 $10.9 
$26.7 $86.4 $15.0 $2.6 $21.4 $4.9 $102.6 $2.8 $11.1 $1.9 $1.3 
$33.1 $326.4 $30.2 $11.3 $38.8 $10.6 $275.8 $7.9 $23.1 $7.1 $9.6 
$141.7 $361.6 $34.8 $32.2 $83.9 $14.7 $238.0 $13.8 $14.0 $8.4 $13.3 
$213.6 $1,438.1 $80.7 $47.1 $198.7 $31.9 $649.1 $26.4 $51.9 $21.8 $24.6 
$71.06 $60.36 $21.57 $33.49 $19.42 $29.03 $41.65 $29.60 $66.73 $13.90 $19.48 
$5.20 Sree Ose) eee $7.80 $13.30 $10.00 $31.20 ne ee 
Lope $18.20 $6.60 $6.11 $3.40 $3.57 $2.14 $8.40 $22.40 $3.20 $8.60 
2.2 4.8 3.0 5.3 2.8 gE 3.7 3.8 3.1 4.7 8.4 
25.0% 18.0% 13.9% 14.8% 19.0% N.A. 21.3% 5.8% 24.0% 23.0% 16.4% 
55.0% 34.7% 40.0% 44.0% 45.0% 61.0% 29.5% 13.0% 49.0% 54.4% 37.5% 
4.7% 4.9% 7.9% 3.4% 4.1% N.A. 3.2% 7.4% 3.5% 3.8% 3.3% 





a—Includes extras. 
N.A.—Not available. 








counteract the adverse effect of high freight rates 
on heavy shipping containers. 

Westvaco Chemical also is undertaking an amii- 
tious ‘expansion in Wyoming which may lead to its 
becoming one of the major producers of soda ash 
in the West. A good sized mine development pro- 
gram is under way near Green River, Wyoming, on 
properties owned by the Union Pacific. Trona ore, 
which is believed to be available in huge quantities, 
is being processed in a small plant at the mine shaft 
head and the product is being shipped to nearby 
markets. Commercial production on a modest scale 
is contemplated this year and if costs appear suffi- 
ciently reasonable to compensate for freight charges 
on shipments to distant consuming markets, the 
management may feel warranted in expanding this 
venture. The company also has begun work on a 
project for manufacturing elemental phosphorus to 
supplement purchases of this vital raw material for 
soda and potash phosphates. An engineering-con- 
struction contract has been let for a plant at Poca- 
tello, Idaho, which will obtain electric power re- 
quirements from the Idaho Power Company. Com- 
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pletion is expected early next year. 

Altogether, the chemical industry is vigorously 
pushing expansion plans to obtain more adequate 
supplies of scarce raw materials and to reduce costs. 
Research laboratories are being enlarged. The com- 
paratively low labor factor apparently enables man- 
agement to proceed with construction plans at cur- 
rent high costs on the assumption that increased 
volume may improve profit margins sufficiently to 
justify added capital expenditures. 


Trend of Profit Margins 


Profit margins, although not so sensationally wide 
as in heavy industry, have been reasonably satisfac- 
tory since removal of the excess profits tax..As may 
be seen from the accompanying statistics for rep- 
resentative companies in the industry, earnings 
have reflected the fluctuations in volume as a rule. 
Special influences had an adverse effect on the show- 
ing of some companies. In the case of American 
Cyanamid, for example, the comparatively small im- 
provement last year (Please turn to page 96) 
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By C. F. MORGAN 


gf s an outstanding example of American 
enterprise at its best, the record of Eastman Kodak 
Company is one to arouse admiration and respect. 
Through panics, wars and depressions during almost 
half a century, Eastman has operated profitably, and 
from a modest start developed into a giant corpora- 
tion of great international dimensions. Although 
all of our readers are familiar with the high repu- 
tation of this concern, many might appreciate a 
clearer picture of its current status and potentials, 
along with an appraisal of its shares under current 
market conditions. 

At the outset of our discussion, it is interesting to 
weigh the present ownership of the company, as 
prospective investors in its shares may be impressed 
with the composition and character of the stock- 
holder list. The 12,380,065 shares of common and 
61,657 shares of preferred stock outstanding are 
held by 47,268 individuals and institutions located in 
every State in the Union, Alaska, Hawaii, Puerto 
Rico, the District of Columbia and in thirty foreign 
countries. No individual owns as much as 1% of 
the stock, and women stockholders outnumber men, 
472 religious, educational and charitable organiza- 
tions, along with 170 insurance companies, share in 
the ownership of the business. 

September this year marks the 60th anniversary 
of the first advertisement featuring the Kodak Cam- 
era. In 1947 Kodak products were publicized in 240 
magazines to the largest number of readers in the 
company’s history. This attests as much as anything 
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else to the widespread growth of public interest in 
photography and the strong entrenchment of this 
pioneer concern in its specialized fields. The latter 
have greatly expanded during the years, and since 
the end of the last war, the demand for Eastman 
products have been exceptionally impressive, pro- 
ducing record sales in 1947 and calling for allocation 
of many items. 


Diversified Operations ¢ 


But quite aside from large production of cameras 
and related supplies, the operations of Eastman in 
recent years have been greatly broadened to include 
manufacture of acetate yarn and fiber, dyes and 
thermoplastic moulding materials. A_ subsidiary, 
Tennessee Eastman Corporation produces the latter 
items in a huge plant at Kingsport, Tenn., and last 
year’s volume from this source accounted for 23% 
of total Eastman sales. Through this important di- 
versification, the growth potentials of the parent 
concern have been decidely enhanced, although the 
long range expansion of its photographic business 
alone seems to have no early limits. During the past 
decade, also, Distillation Products, Inc., owned 
jointly with General Mills, Inc., has been contribut- 
ing to revenues through production of synthetic 
vitamins, feeding oils and vacuum equipment. 

Eastman’s plants in England, France, Canada and 
Australia operated at full capacity during 1947, and 
last December a plant in Stuttgart, Germany, was 
returned to the com- 
pany. For some time 
past this latter con- 
cern has been mak- 
ing cameras for the 
American Military 
Government. An- 
other German plant 
in the Russian zone 
has not yet been re- 
stored. 

At the end of a 
1947, we find East- * 
man reporting an 
annual volume of 
$351.7 million, an 
all time peak and 
contrasting with a 
wartime high of 
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| Long Term Operating and Earnings Record* 
|- : Net Sales Sales Operating NetIincome NetProfit Net Dividends 
es (O00 omitted) PerShare Margin (O000omitted) Margin PerShare PerShare Price Range 

| Foals SS eee $351,751 $28 19.0% $43,199 12.2% $3.46 $1.55 491/4-42'/2 
1946 1a L eeraetie 2 274,703 22 18.2 35,691 13.0 2.85 1.40 5354-40! 
1945... - 301,501 24 19.8 32,715 10.9 2.61 1.30 4554-34 
1944 " ‘ . 303,672 25 23.3 23,031 7.6 1.83 1.00 3558-319 
1943 lene aaa 269,044 22 25.0 22,270 8.3 1.77 1.00 34 -29'/4 
NGA nt ot Re eee eee ro 219,759 18 28.6 21,183 9.6 1.68 1.35 3014-2156 
i94t.. eee ae ; 181,831 15 28.4 21,588 11.9 1.71 1.20 29\/g-24 
1940 oe pees 130,896 I 22.0 20,076 15.3 1.59 1.20 3314-2334 
1939. 123,834 10 20.5 20,818 16.8 1.65 1.20 371/-275 
i eee iene 128,262 II 15.8 17,041 13.3 1.48 1.30 3734-24, 
1937 , 136,114 12 21.3 22,347 16.4 1.95 150 39% -28%, 

| 1 Year Fee 1937- 47. $220,000 $19 21.9% $25,300 12.1% $2.06 $1.27 53%-21% 

| 4 Year Average 1937-40... $129,776 $ll_ (19.9% $20,000 «15.4% $1.67 $1.30 3954-23% 

| *—All figures adjusted for 5-for-! split-up made in May, 1947. 

















pared w ith 1939, last year ’s sales had climbed al- 
most 200%, and were 28% above the volume of 
1946. Of the 1947 total, sales of items primarily for 
amateur photographers accounted for 30%. In this 
list should be included roll films, cameras, Cine- 
Kodak films and equipment, Kodascopes and acces- 
sories. Sales of apparatus and accessories to com- 
mercial and professional customers amounted to 
25%, professional motion picture films 9%, military 
equipment 4%, chemicals 6% and miscellaneous 
3%, while products of Tennessee Eastman accounted 
for 23% as previously mentioned. Every one of 
Eastman’s plants achieved production gains last 
year to bolster overall sales, with products for 
amateur photographers and output of acetate yarn 
and staple fibers leading the procession. 


Postwar Expansion 


Partial completion of a sizable postwar expan- 
sion program, technological improvements and a 
satisfactory labor supply combined to swell produc- 
tion figures. During 1946, Eastman’s outlays for 
new plant and equipment totalled $44.5 million, and 
with additional expenditures of 





best ever turned out by German manufacturers, 
and the constantly growing popularity of taking, 
stills and motion pictures, either in black and white. 
or color, should enhance the volume potentials of 
this concern under normal circumstances. Yet, its 
rate of growth is naturally subject to supply and 
demand factors. A slight decline in demand for 
photographic papers and plastics set in last year, 
and during 1948 production of certain types of cam- 
eras, films and other items is expected to come 
closely into balance with demand. 


Statistical Picture 


On two appended tables we present statistics 
based upon balance sheet figures, operations, and 
other factors related to the company’s shares. Our 
readers may find these advantageous in following 
our discussion. Let’s take the balance sheet first. 

As of December 27, 1947 total assets of Eastman 
amounted to $359 million, representing an expan- 
sion of $146 million since 1940. During this same 
period, working capital was increased by $44.2 mil- 
ther outlays of $10 million (Please turn to page 94) 























































































































































































































$38.9 million in 1947 established EASTMAN KODAK _ CO. EK :, 
an aggregate of $83.4 million ——— pitinctcl 
within a two year period. When F Cameras, ie a9 ie. ae 60 
expansion plans have been sub- Sen Seas Sees Sl, = 4 
stantially completed, the way IS fo et 
will have been paved for in- ——- 55 
creased production and a fur- pero pre ema cpap > 
ther rise in volume. A new ace- Shs. $6 Pfd: 61,657 - $100 par. ——#t4}>———__+ 50 
tate-dyes plant and one for the Shs. Common: 12,380,065 - no par —— i 
production of acetic acid has Fiscal Year: Dee. 31 Pett — lon 
nearly been completed, and a [--—— = ee 
new color print service building [+ High and Low for 1936 —— i AEA SLR A TROIS AEE I i 
in Rochester wili soon be in full A) a 
operation with a capacity of 50 a 
million prints a year. 600 em- ~~ 35 
ployees are already at work in ‘s 
this latter facility. AEST ERROR ORT aT 
It can be concluded from the a 
above that the management of CAE SRNL SSPE A 
Eastman Kodak is confident of ——— 
prolonged prosperity throughout asl 
the economy, for to justify its $9 
sizable expansion program the 3 
national income will probably dba eae Hs tat ha. = alana , » 
have to remain at fairly high 1.95 1.48 | 1,65 | 1.50 | 1.71 | 1.68 | 1.77 1.83 | 2.61 | 2.85 | 3.46 | EARN 
levels. Improvements in design, 1.50 | 1.30 | 1.20 | 1.90 | 1.20 | 1.35 | 1.00 | 1.00] 1.30 | 1.40 | 1.55 | fom. 
production of lenses equal to the 65.6 | 65.5 | -89.6 | 76.5 | 73.9 | 85.0 | 102.4 [115.5 1133.9 |114.8 | 120.7 |e Cp $Mil 
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By H. S. COFFIN 


: good many factors combine to warrant 
optimism over the drug industry as a whole during 
1948. Although over-all results last year compared 
favorably with the excellent showing in 1946, in- 
dividual concerns developed slightly divergent 
trends, both in the field of ethical and proprietary 
drugs. But this was easily explainable, and chances 
are that the traditionally stable characteristics of 
this industry will lose none of their force during 
the current year. 

1947 was a year of moderate retrenchment for 
some concerns particularly in the proprietary drug 
group, largely due to the filling of pipelines during 
the earlier months. This of course tended to check 
sales for a limited period, at least at the manu- 
facturing level. What counted more significantly, 
though, was that 1947 sales by the wholesalers ex- 
panded about 6% for the full year compared with 
1946, according to the Office of Business Economics. 
Judging from this, 1948 must have started with 
replacement orders at a fairly good level, and oper- 
ations during the current year should be on a nor- 
mal basis. 

Since prices of drugs and pharmaceuticals have 





COMPANIES 


advanced as a rule only nominally 
since prewar, while costs of labor 
and materials have climbed almost 
70%, net earnings of many strong 
concerns in this field were slightly 
lower in 1947 than in the previous 
year. But it must be remembered 
‘hat results for 1946 afforded an 
unusually high base for compari- 
son. Looking ahead into 1948 and 
mee = =6ogranted that volume remains satis- 
"yim = factory, there is a possibility that 
a profit margins of a good many 

companies may tend to widen be- 
cause of improved costs control 
and large sums spent for moderni- 
zation. Additionally prices of raw 
materials seem to have levelled of. 
As the business is highly mechan- 
ized, the prospect of possibly high- 
er wages is not very important in 
the equation. 

Several factors support expecta- 
tions that most of the drug man- 
ufacturers should enjoy sales in 
1948 at least as large as last year. 
Though consumer demand for ethi- 
cal drugs is substantial even in 
periods of general industrial de- 
pression, it stands to reason that 
with the national income at record 
levels, money continues to be spent 
freely for the preservation of 
health. With only slight reserva- 
tions, the same might apply to de- 
mand for proprietaries in general, 
although cosmetics of course come into the luxury 
class and are more sensitive to consumer resistance. 
As for exports, especially of ethical drugs, the de- 
pleted health of large populations all over the world 
has created a tremendous demand for American 
products, indeed so large that the Government is 
still allocating shipments of many drugs to coun- 
tries overseas. Now that ERP has been assured, 
drug exports are likely to expand as far as the sup- 
ply situation permits. 


Greatly Enlarged Facilities 


Since the end of World War II, quite a number of 
leading drug manufacturers have greatly enlarged 
their facilities, and most of them have utilized 
accumulated earnings for the purpose, rather than 
borrowing or selling additional stock issues. To a 
considerable extent this expansion of plant capacity 
was completed by the end of 1947, though a few 
concerns will not finish their programs until later 
in the current year. On balance, however, most of 
the large concerns will be able to increase their 
output substantially in 1948, and as demand for 
many items such as penicillin, streptomycin, vita- 
mins, and some of the newest sulfa drugs, still in 
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excess of supply, volume should be easily maintained 
or even increased. Last year about 40,000 pounds 
of penicillin, or five times the output of 1945, were 
produced with a value of about $150 million. With 
mass production of streptomycin well under way, 
$50 million of this drug was marketed in 1947. 


A Host of New Products 


What further brightens the outlook for the drug 
manufacturers is the long list of newly developed 
items beginning to appear from their modern labor- 
atories. Prominent among these are new germ 
killers, called “antibiotics,” expected to become effec- 
tive against such diseases as whooping cough, 
typhus, and possibly in due course against tuber- 
culosis, infantile paralysis and even the common 
cold. Some of these drugs have not been fully tested 
as yet, but the laboratory experts are very hopeful 
about them. New ways to improve the use of peni- 
cillin and other drugs have also been announced and 
should stimulate their use. 

Reference to the appended statistical table, list- 
ing most of the leading drug manufacturers, will 
reveal that the majority experienced a moderate de- 
cline in earnings last year, though record sales and 
good cost controls enabled a few to show improve- 
ment. Under current market conditions, however, 
when high yields and low price-earnings ratios pre- 
vail in the case of so many industrial concerns, these 
factors for the drug group, while less attractive, 
attest to the relatively strong investment rating 
accorded their shares. As dividend stability appears 
well assured for most of these concerns and since 
their growth potentials, especially in the ethical 
division, are impressive, there should be room for 
eventual appreciation. In view of this industry’s 
favorable outlook for 1948 and the fact that the 
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current level of drug shares is considerably below 
the high prices established in 1947, shares of the 
stronger concerns could respond rather quickly 
pricewise in the event of a general market advance. 

Among the leading manufacturers of ethical 
drugs, Merck & Company’s good record is impres- 
sive. Peak sales of $68 million by this concern in 
1947 pushed net earnings up to an all-time high of 
$6.2 million, equal to $5.32 per share. During the 
past seven years, Merck invested about $16.8 mil- 
lion in its expansion program and contemplates fur- 
lion to a total of $120 (Please turn to page 94) 


































































































Financial Survey of Leading Drug Stocks* 
Highest Net ——Net Sales— Price- 
(Per Share) $ Million) —Net Per Share—- -—Dividends Recent Div. Earnings 
1936-39 1946 1947 1946 1947 1946 1947 Price Yield Ratio 
Abbott Laboratories ww... » Eee $1.30 $54.2 $59.6 $5.79 $5.46 $2.87 $3.25 $69 4.7%, 12.6 
American Home Products......................... 1.74 132.3 127.6 2.31 1.72 1.01 1.20 24 5.0 14.0 
Bristol-Myers oe 1.75 47.8 N.A. 4.90 2.66 2.40 1.90 31 6.1 11.6 
Chesebrough Mfg. nn nccccccccncnen - 3.15 8.0¢ 8.2¢ 5.84 4.87 3.10 3.25 55 5.9 11.4 
WONNSON oe SONNSON ccs a ei 1.96 112.6 152.3 4.36 4.64 15 .25 26 1.0 5.6 
Lambert Co. SER ees 1.71 30.2 26.7 4.52 1.53 1.87 2.50 21 11.8 13.8 
Lehn & Fink Products. Bren Mae 1.71 16.3 15.4 2.05 f 40Ef 1.40 50 10 5.0 16.6 
McKesson & Robbins... = 1.21 338.0 342.2 4.75 f 5.00Ef 2.10 2.40 33 7.3 6.6 
Merck & Co.. 1.74 61.5 68.3 5.11 5.32 1.00 2.05 53 3.9 9.9 
Norwich Pharmacal ......... eee dete Pee 1.16 10.2 9.3 h23 .70 95 -60 12 5.0 17.1 
ZS 1.89 66.2 74.2 2.73 yAG 1.40 1.60 2? 5.5 13.6 
LUST ea 59 43.6b 39.2 TAZ 6b 6.28 3.70 2.75 57 4.8 9.1 
Plough, Inc. . See. et 1.20 10.3 13.6 1.08 0E 50 -60 10 6.0 11.0 
Sharp & Dohme... een Sees 4 26.6 30.3 2.84 3.14 1.00 1.00 23 4.3 7.3 
Squibb, E. R.__..... ee ee eee 23 59.8 68.2 3.01 f 1.30Ef 1.00 1.00 25 4.0 19.2 
IMM Olh eck res 8 ome 2.65 121.5 130.6 3.59 3.09 1.90 2.00 36 5.5 11.6 
Rexall Drug ........ .76 178.8 182.6 1.17 5l Nil 37 6 6.2 11.8 
Universal Laboratories ................. ae .09 2.1 1.4 def.12 defl.76 . ee 5 nae sta 
Wiew Chetan. 2.11 37.2 41.8 2.74 2.75 Ef 1.45 1.50 25 6.0 9.1 
Zonite Products tT 6.0 5.8 92 73 .60 40 6 6.7 8.3 
*—All figures adjusted for stock split-ups and stock dividends. c—Gross income. 
b—Parent company only. f—Fiscal years ended June 30, 1947 and 1948. 
E—Estimated. 
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By HENRY L. BLACKBURN 


= he termination of record war activities left 
many large concerns with surplus plant facilities, 
as well as with cash resources well above ordinary 
requirements. More importantly, in scanning the 
seller’s market looming up in the postwar, the prob- 
lem of greatly expanded overhead in proportion to 
prospective sales of a company’s prewar products 
often was a serious one. As a consequence, the wide- 
spread wave towards diversification of output was 
natural and in many cases has brought good re- 
sults, though in some instances time may prove it 
to have been ill advised. 

In this process, it was often found possible to 
utilize idle floor space or equipment, or to keep 
machines constantly busy that otherwise might be 
only spottily employed, but diversification was 
equally achieved by the acquisition of other con- 
cerns well established in their respective fields. In- 
troduction of new products and new lines akin to 
those regularly produced obviously enhanced volume 
potentials and stimulated permanent growth, as well 
as lowered costs on the enlarged output. 


How It Was Done 


Quite often this same growth was approached by 
the manufacture of items wholly unrelated to the 
normal output of a concern, either by means of its 
own equipment or by the simpler process of absorb- 
ing a going business in a desired field. In all in- 
stances, a profitable outlet for available working 
capital was provided, and where this was not the 
main issue, steps were taken to raise any additional 
capital needed. The broad motivation for all of 
these policies was the expectation that by tapping 
new markets, whether related or not, a degree of 
stabilization and better assured growth for the busi- 
ness could be achieved. 
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It is of course 
true that if a seri- 
our business reces- 
sion sets in at some 
later date, some con- 
cerns lured into un- 
related fields may 
find themselves out 
on a limb. Once de- 
mand and_ supply 
are more nearly ap- 
proaching a_ bal- 
ance, more than one 
management may 
discover that though 
its skill in produc- 
tion has been all 
that could be de- 
sired, ability to sell in competition with 
better entrenched concerns is quite another 
matter. On the other hand, there is evi- 
dence in plenty that the diversification pro- 
grams undertaken by numerous strong en- 
terprises have been amply justified, and in 
the long run should steady their sales and improve 
their net earnings potentials. 

Based on the latter surmise, we have selected a 
list of companies where product diversification ap- 
pears to be a rather clearly defined asset. In com- 
piling the names in this group we have avoided the 
inclusion of any that have acquired other concerns 
merely for purpose of integration. Also with some 
of the companies listed, diversification has been a 
successful feature for quite some time. 





Diversification vs. Integration 


Some manufacturers of durables last year bought 
up coal properties and steel mills to improve their 
supply sources, for instance, but cases such as these 
are not what we have in mind, since this hardly 
represents true diversification. Then again, we 
might have listed an enterprise like Union Pacific 
Railway, now deriving substantial revenues from 
petroleum, but this road was really thrust into the 
oil business by fortuitous circumstance. As it is, our 
list could have been decidely enlarged were it not 
for space limitations. 

An impressive example of how diversification in 
one special field has proved very beneficial is shown 
by the experience of Pennsylvania Salt Manufac- 
turing Company. The business of this nearly cen- 
tury old concern has never lacked stability, as shown 
by its extraordinary dividend record that goes back 
to 1863 without a break. Even in the worst years 
of the depression in the early 1930s, Penn Salt kept 
well in the black. But until the companv started an 
important diversification program in 1935, stability 
of sales and earnings rather than substantial 
growth marked its record. Since then, when the 
number of its chemical products numbered about 
sixty, this list has more than tripled and the com- 
pany has far from exhausted its growth potentials. 

Where for several decades prior to the last war, 
annual volume averaged about $8 million, in 1947 
sales reached a neak record of $29.2 million. Earn- 
ings of under $2 per share on the average were 
achieved in prewar years, but in 1947 net equalled 
$3.57. When present expansion plans are completed, 
Penn Salt has its sights set on a $50 million volume 
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as a result of further diversification, and as its poli- 
cies preclude adding any items unlikely to permit 
operating margins of at least 30%, the outlook for 
its shareholders has become very encouraging. By 
producing a long list of various industrial acids, 


chlorines, ammonia, soda compounds, 
alkalies and flourine derivatives, 
should continue to enjoy 
characteristics. 

How diversification policies are stabilizing opera- 
tions of the Sperry Corporation is worthy of ex- 
amination. Although for many years past, the pro- 
duction of gyroscopes, equipment for air and naval 
armaments and navigation, and electrical special- 
ties, brought increasing prosperity to this strong 
concern, a drastic curtailment of orders at the end 
of the war created serious problems. Shipments in 
1946 fell to $65.7 million in contrast to $291 million 
in the previous year, and had it not been for a tax 
credit of $10.5 million, a net loss would have been 
incurred. 


insecticides, 
the business 
depression resistant 


Long List of New Products 


But Sperry had accumulated ample cash resources 
and wisely decided to utilize them by widening the 
scope of its output. To make a long story short, 
nearly a dozen divisions of the company at the end 
of 1947 were turning out such unrelated items as 
printing presses, truck and tractor winches, wood- 
working machinery, automatic weighing and pack- 
aging machinery, electronic equipment and _ hy- 
draulic speed transmissions, and this is only a 
partial list. Last September, Sperry acquired New 
Holland Machinery Company, an established pro- 
ducer of farm machinery. It was announced at the 
time that by this acquisition, volume should expand 
by 40%, and that commercial business in 1948 
should account for about 60% of total] sales. Ship- 
ments by Sperry trended upward to above $75 mil- 


lion last year, and consolidated net income rose 
sharply to $5.6, equal to $2.79 per share, while un- 
filled orders on December 31, 1947 were around 
$100 million. All of which goes to show that prod- 
uct diversification can sometimes bring substantial 
rewards. 

General Mills 


One concern enjoying a favorable record through 
good years and lean alike is General Mills, Inc. That 
its growth factor has been substantial is shown by 
sales of $370 million in 1947, compared with $121.9 
million in 1940. Quite clearly this famous producer 
of Gold Medal flour and packaged foods has had no 
occasion to worry about the stability or earning 
power of its operations, yet since the end of the 
war it has gone on quite a scale into unrelated fields. 
Even earlier it began to branch out by taking a half 
interest with Eastman Kodak in Distillation Prod- 
ucts, Inc., a company formed to develop vitamin 
products. During war years, General Mills helped 
the Government by turning out a few durable items 
in its well equipped but rather modest machine 
shop, and afterwards decided to equip a new plant 
for the production of machinery and household 
appliances. 

A $22 million expansion program now under way 
will place the company as a large producer of organic 
chemicals, soybean oils, and high speed packaging 
equipment, besides largely increasing production of 
starches and packaged foods. Partly accounting for 
these moves has been the fact that profit margins 
on flour are narrower than on the other items men- 
tioned, so that the diversification of products will 
expand net earnings as well as volume. Since 1947 
net rose to $3.91 per share compared with $2.91 in 
1946, this possibly reflects to a moderate extent 
some of the benefits gained by diversification, but 
when the program is completed, the picture should 
become clearer. (Please turn to page 98) 




























































































Companies Active in New Product Diversification™ 
Net Per Share Div. Recent Div. 
1939 _ 1946 1947 _ Price = Yield NEW FIELDS OR PRODUCTS | 
Avco Mfg def .57 13 b 96 10 5 2.0% Refrigerators, ‘radios, agricultural equipment, heating units, 
| frozen food products, motor buses. 
Borg Wamer 2.43 3.66 8.28 2.05 53 3.9 Aircraft accessories, relitgerators, “washing machines, cabinets, 
gas and electric ranges. 
Budd Co 02 defi.45 97 10 9 1.1 Stainless steel 1 railway passenger cars oul specialties. 
Electric Boat 1.44 1.98 an 1.00 15 6.7 Printing presses, fabricated steal, ‘bowling pins, eneoh. 
Firestone Tire & Rubber 2.03 13.21 13.46 4.00 48 83 Refrigerators, paints, textile mills, stainless steel heels. plos- 
tics, chemicals. 
Food Machinery . 1.16 3.21 4.90 2.00 40 5.0 Canning machinery, insecticides, hay makers, penny car 
washers, fog fire fighters. 
|General Mills . 2.56 2.91 3.91 2.25 49 4.6 Vitamin products, machinery, household “epee, organic 
| = Mee ee ee chemicals, | ae Serre e.’- 
| Jacobs, F. L. 09 def2.40 def.58 ss 7 Automatic washing machines, dishwashers, garbage disposal 
units, electric steam irons. 
Pullman 1.05 .83 2.38 3.00 48 6.3 Research, manufacturing, and engineering in petroleum-chem- 
| istry field. Also welded steel vessels and textile machinery. 
Sperry “ 2.71 3.65 2.79 1.50 26 5.8 Printing presses, truck and tractor winches, farm machinery, 
wood-working machinery, electronic equipment. 
Yale & Towne aces 2.10 2:82 5.85 1.60 32 5.0 Electric heating units, coffee makers, pumps, cranes, hoists, elec- 
tric irons, industrial scales, electric trucks and tractors. 
*—Adjustments made for stock split-ups. b—Excludes extraordinary profits on securities of $1.93 a share. 
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Comparison 


The rise from the March low to 
date does not differ greatly from 
that over the same time phase of 
the May-July, 1947, intermediate 
recovery. At the rally high, up to 
the time this is written, the Dow 
industrial average had advanced 
8.5% in 21 trading sessions, 
against 8.3% in the first 21 ses- 
sions of last summer’s rise. How- 
ever, volume this time has aver- 
aged slightly over a million shares 
a day, including Saturdays, 
against 830,000 shares a day in 
the earlier period. This advance 
started rapidly because it was 
touched off by news of the arms 
program. The bulk of the gain to 
date had been seen by the end of 
March. Last summer’s recovery 
started slowly, getting real steam 
in the third week and big volume 
only near its top. The industrials 
are running into supply near the 
rally top of late December, and 


well under those of last October 
and last July. This column sus- 
pects that it will take several ef- 
forts, interspersed by recessions, 
for the industrial average to 
break out through the top of old 
trading range. Of course, it re- 
mains to be proven that it can 
do so at all. 


Divergence 


Taken alone, the action of the 
rail average looks bullish. Taken 
in conjunction with that of the 
industrial average, it is much less 
so. A divergence is involved, so 
much like previous ones as to 
make some technical students 
nervous. Divergence between the 
averages has accompanied gen- 
eral turning points, both ways, 
with striking persistence for a 
great many months. The rails 
made a new bear-market low last 
May, the industrials did not; 
whereupon the whole market had 








INCREASES SHOWN IN RECENT EARNINGS REPORTS 


American Metal Products .................ccccccc-- 





Bayuk Cigars 





Bower Roller Bearing 
Clark Controller 





Creole Petroleum 





Evans Products 





Humble Oil & Refining 





Line Material 








Ruberoid Co. 
Seaboard Oil of Del. 








1947 1946 
Year Dec. 31 $6.90 $3.30 
Year Dec. 31 2.96 2.38 
Year Dec. 31 5.16 3.23 
Year Dec. 31 3.29 1.78 
Year Dec. 31 5.06 Ee 
Year Dec. 31 6.52 3.29 
Year Dec. 31 6.90 4.00 
Year Dec. 31 4.57 1.86 
Year Dec. 31 10.88 6.73 
Year Dec, 31 4.83 2.43 
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a wide recovery. On the sell-off 
from that recovery the rails held 
well, turning the list again. On 
all subsequent rallies, rails led. 
They almost equalled their July 
top in October; they beat it by 
early January and recently bet- 
tered the latter high by nearly 2 
points. In the preceding two in- 
stances of rail leadership, leth- 
argy in the industrial section 
proved the more significant tech- 
nical factor. Rails cannot do the 
whole job. They were up, at re- 
cent rally high, 34.3% from their 
bear-market low, against 10.3% 
for industrials. However, the two 
averages are at nearly equal 
levels in relation to their 1946 
bull-market highs. 


Sitting Pretty 


The recent boost of 214 cents a 
pound in the price of lead puts it 
to an all-time high of 17.50 cents 
a pound. This compares with 
average price of 4.90 cents a 
pound in 1939 and of 7.98 cents 
as late as 1946. It means fancy 
profits for companies producing 
this metal. Most of these also 
mine zinc, the price of which was 
raised 114 cents a pound earlier 
this year. That’s more gravy. As 
things look now, it would take a 
serious depression to lower the 
prices of these metals, or of cop- 
per, significantly. Government 
stock-piling is an important sup- 
porting factor, when added to 
continuing heavy industrial de- 
mands. Lead is in shorter supply 
than copper or zinc; and its 
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shortage is basic, for there have 
been no major new discoveries 
and ore reserves have been eaten 
into by years of high lead con- 
sumption. The few companies 
with ample reserves will indefi- 
nitely earn a great deal more 
than they did before the war. It 
may take investors some time to 
learn, or accept this fact, but it 
will have to be accepted — with 
eventual higher market valuation 
of lead company profits. 


The Two Best 


St. Joseph Lead is the biggest 
domestic lead producer. Earnings 
this year probably will be in the 
vicinity of $8.00 a share, against 
previous peak of $6.35 last year, 
after depletion. The dividend is 
$3.00 and probably subject to in- 
crease. The stock recently sold 
around 55, new high for the year. 
The 1946 bull-market high was 
64. The world’s largest deposit 
of lead and zinc is in British 
Columbia, owned by the Consoli- 
dated Mining & Smelting Co., of 
Canada. A 51% controlling inter- 
est in this company is owned by 
the Canadian Pacific Railway. 
The stock trades on the New 
York Curb and on the leading 
Canadian exchanges. Earning 
power at the new metal prices 
figures $13 to $14 a share, against 
record $11.38 last year. Dividend 
policy has been liberal for years, 
with $5.50 paid in 1947 and $4.75 
so far in 1948, including a $3.25 
extra on January 15. The stock 
recently sold at 87, a new recov- 
ery high, compared with 1946 
bull-market high of 9534. 


Coppers 


The technical evidence on the 
copper stocks apears to point up- 
ward. How much, this column 
does not pretend to know. We like 
Kennecott, mentioned on these 
pages before. We also like Phelps 
Dodge, which mines metal ex- 
clusively in this country. Earn- 
ings last year were $8.64 a share 
and should be only a trifle under 
that this year (due to higher 
costs), asuming no further rise 
in the price of copper. The divi- 
dend is at a $4 rate, yielding 8% 
at the stock’s recent price of 50. 
The company’s financial position 
is strong. We suspect it could 
easily pay dividends of $3 to $4 
even on 15-cent copper, against 
2114 cents now; and we do not 
See 15-cent copper except as an 
ultimate possibility in business 
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recession, somewhere around the 
corner which has been an off-and- 
on market worry for nearly two 
years and which is now still more 
conjectural than before. 


Oils 


On an average, oil stocks have 
about duplicated their 1946 bull- 
market high, which was well 
above the 1937 cyclical high and 
only moderately under the 1929 
high. Are the stocks a sale? They 
are, if you take historical price 
ranges as the guide. They are not, 
if you take earnings and divi- 
dends as the guide. This column 
thinks the latter measuring rod 
is much the more valid. The end 
of the sellers’ market in oil is not 
foreseeable. The air force train- 
ing program will mean an even 
tighter situation a year from 
now. The industry is in the 
peculiar position of imploring the 
oil burner makers to easy up in 
selling efforts. Standard Oil of 
New Jersey is selling around 78, 
earning at a rate of at least $14 
a share and paying a $4 cash 
dividend plus a stock dividend 
with a market value of nearly $2 
a share. In 1929 it sold at a top 
of 88 on net of only $4.76 a share 
and a $3 dividend. Standard of 
California sold at 81% in 1929 
on profit of $3.63 a share and 
dividend of $2.50. It sells today 
around 64 on earning power of 
$11 a share, or more, and a $4 
dividend. These examples are 
reasonably priced on earnings 
and dividends. There will be a 
sizable rise in total dividend pay- 
ments this year, despite expan- 
sion needs. 


Textiles 


Even during the farm-price 
commodity break in February, 
well-informed trade sources con- 
tended that the basic position in 


textiles was strong. They have 
proven correct. Raw cotton prices 
have had a persistent recovery. 
The rayon makers still can sell 
more than they can produce, and 
still are pushing expansion pro- 
grams. In woolen goods there 
was a decline in total demand, 
centering in women’s wear, but 
no price weakness; and now ex- 
pected military buying has made 
sentiment all the stronger. Most 
textile stocks are far down from 
their 1946 highs, very low on pre- 
vailing earnings and capable of a 
smart rally if the general market 
rise carries further. If it does 
not, textiles hardly will rise 
against the current. 


Extreme 


Textron, Inc. makes a variety 
of cotton, rayon and rayon-wool- 
mixed fabrics; about half in 
finished consumer goods. Reflect- 
ing the benefit of operational 
changes, it may well be able to 
show some $10 a share earned 
this year, not far from double the 
excellent 1947 results. The stock 
is selling on the New York Stock 
Exchange around 14 — say, one 
and four-tenths to one and two- 
tenths times probable 1948 share 
earns. This very low devaluation 
reflects an extremely poor record 
prior to 1946 on either ceiling 
prices or prewar demand. Un- 
doubtedly it is partly justified. 
The problem is just how much too 
low it is. The country has grown 
up to what was excessive cotton 
mill and woolen mill capacity be- 
fore the war. There was never a 
basic over-capacity in rayon. And 
Textron appears to be a substan- 
tially improved company. The 
stock sold as high as 2634 in 1946 
or about 91% over the present 
level. Probably it could “go to 
town” under stronger general- 
market conditions. 

(Continued on page 99) 











Duro-Test Corp. 
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American Safety Razor cee = 








Eagle-Picher Co. 


Kinney (G. R.) Co. 


Federal Mining & Smelting ...................... " 





Lincoln Printing 





National City Lines 





N. Y. City Omnibus 





Publicker Industries 








Tilo Roofing 
*For 1948 and 1947 








1947 1948 
Year Dec. 31 $ .80 $2.42 
6 mos. Jan. 31* 41* .53* 
Feb. 29 quar.* aa 1.40* 
Mar. 31 quar.* 1.59” 2.04* 
Year Dec. 31 3.54 4.79 
Year Dec. 31 5.21 7.03 
Year Dec. 31 1.54 2.11 
Year Dec. 31 1.01 1.77 
Year Dec. 31 1.99 11.09 
Year Dec. 31 1.48 2.24 
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The Personal Service Department of THE MaGazINE oF WALL STREET will 
answer by ‘mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions : 


ont 


- Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities at reasonable intervals. 
No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


envelope. 


3. 
4. No inquiry will be answered which is mailed in our postpaid reply 
5. 


Special rates upon request for those requiring additional service. 





B. T. Babbitt, Inc, 

Please advise how last year’s earn- 
ings of B. T. Babbitt, Inc. compared 
with the preceding year. 

M. T., Richmond, Va. 


B. T. Babbitt, Inc., listed on the 
New York Stock Exchange, re- 
ported consolidated net income 
for 1947 of $2,136,650, equal to 
$2.08 per share on 1,024,597 
shares of common stock outstand- 
ing. This compares with 1946 net 
income of $2,501,671. or $2.62 per 
share on 954,000 shares outstand- 
ing at the close of 1946. Net sales 
last year were $14,742,765. 
against $13,928,201. in 1946, an 
increase of 5.8 percent. Despite 
increased dollar sales of house- 


hold cleaners and lyes, net earn- . 


ings for 1947 declined 14.6 per- 
cent compared with 1946 results. 
This was because the company, in 
common with other members of 
the industry, was faced with 
sharply increasing costs of pro- 
duction and distribution during 
the year. 

Balance sheet as of December 
31, 1947, showed current assets 
of $5,833,196. of which $3,631,- 
013. was in cash and short term 
government bonds. Current liabil- 
ities were $2,326,619., leaving 
working capital at $3,506, 505. 
Company has been modernizing 
and expanding plant production. 
Dividends including extras total- 
led $1.30 per share in 1947 and 
$.60 has been paid thus far in the 
current year. 


Alex. Smith & Sons Company 


Please furnish recent sales volume 
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and earnings of Alex. Smith & Sons 
Carpet Company. 
C. A. Wilmington, Delaware 
Consolidated net income of 
Alexander Smith & Sons Carpet 
Company for the year ended De- 
cember 31, 1947 amounted to $5,- 
561,383. before allocating $600,- 
000. to the reserve for contin- 
gencies. This represents $5.74 per 
common share after provisions 
for preferred dividends. These 
amounts compare with $4,602,- 
404. consolidated net income and 
$4.79 per common share for 1946, 
also before deducting $600,000. 
for contingencies. 


Dividends paid in 1947 on the. 


common stock were $2.70 per 
share against $1.80 for 1946. 
Consolidated net sales for 1947 
were $63,160,588. as compared 
with $45,291,993. in 1946, an in- 
crease of 39 percent. Both the 
dollar sales volume and physical 
production of the company were 
at the highest peacetime levels in 
Smith’s 103-year history. 


Standard Forgings Corp. 
Please report working capital ratio 
and earnings of Standard Forgings 


Corporation. 
H. D., Bethlehem, Pa. 
Standard Forgings Corpora- 
tion’s earnings for the year end- 
ed December 31, 1947, subject to 
review by the auditors, amounted 
to $460,261. equivalent to $1.73 
a share on 266,000 shares of $1. 
par value common stock outstand- 
ing, compared with net profit of 
$318,742. and $1.20 a share on 
the same number of shares for 


the year 1946. Net sales totalled 
$11,123,000. compared with sales 
of $7,995,000. for the preceding 
year. 

Net working capital of the 
company increased during the 
year by approximately $31,600. 
and showed a current ratio of 
3.01 to 1. This increase was ef- 
fected despite the fact that the 
net addition to fixed assets ag- 
gregated approximately $331,000. 
and dividend payments totalled 
$.80 a share, equal to $213,000. 
The backlog of orders at the 
year’s end, totalled approximate- 
ly $7,500,000. Inventories showed 
a net increase of $96,000., at- 
tributable entirely to an increase 
of raw material on hand. The 
Corporation manufactures steel 
forgings for railroad equipment 
and automotive companies and a 
variety of drop forgings for gen- 
eral industry. 

Dividend payments totaled $.80 
per share in 1947 and $.20 was 
paid in the first quarter of the 
current year. 

Prospects for 1948 continue fa- 
vorable. 

A. M. Castle & Company 

Please advise on operations of A. M. 
Castle & Co. for 1947. 

K. D., Paterson, N. J. 

A. M. Castle & Co. reports that 
operations for the year 1947 re- 
sulted in net earnings of $1,459,- 
701, equivalent to $6.08 per share 
after provision of $175,000 or 
$.73 per share for possible future 
inventory price decline. These 
earnings compare with $1,522,- 
291, or $6.47 per share reported 
for 1946. Total dividends paid 
during 1947 were $3.50 per share. 
Net profits for the fourth quar- 
ter were $494,999 or $2.06 per 
share, after all charges, compared 
with $354,268 or $1.48 per share 
for the same quarter in 1946. 

Company is a large independ- 
ent distributor of steel products, 
operating principally in the Mid- 
dle West and on the Pacific Coast. 
Company has operating ware- 
houses located in eight cities. 
Stock is listed on N. Y. Curb and 
Chicago Exchanges. 
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Keeping Abneast of Industrial 


« and Company News ° 





Gulf Oil Corporation has emvarked upon a re- 
search project to unlock the still unknown secrets 
which make possible the conversion of coal and 
natural gas into gasoline. The undertaking may have 
a great effect on the future use of gasoline from 
coal. 


American Can Company states that as a result of 
tin-saving techniques developed during the war, can 
manufacturers in 1947 used only 19.3 pounds of tin 
per ton of steel, compared with 32.6 pounds of tin 
per ton of steel in 1940. 


Westinghouse Electric Corporation has developed 
a sensitive device that can detect a thickness of 
.000005 of an inch. This is installed in a steel mill 
where it continually measurues the tickness of cold 
rolled sheet steel that flies past it at the rate of 1200 
feet per minute. 


A television audience of 65,000,000 people in two 
years is predicted by J. H. Ream, Executive Vice- 
President of the Columbia Broadcasting System. By 
the end of 1949 he believes the CBS network will 
have a line of video communication tying the east 
and west coast via southern cities. 


Minneapolis-Honeywell Regulator Co. has devel- 
oped a “plug-in” clock thermostat that can be in- 
stalled by a home owner in less than five minutes. 
This is the first of its kind designed to replace 
manual thermostats. It can be applied to virtually 
all types of automatic heating plants. 


United States Plywood Corporation is tapping the 
Belgian Congo for timber. All its warehouses have 
been supplied with new korina plywood made from im- 
ported logs. This is a light colored hardwood and is 
meeting a very favorable reception from architects, 
decorators, and furniture manufacturers. 


Firestone Tire & Rubber Company has joined the 
other members of the “big four”’in offering com- 
petitive low-priced passenger car tires. Production 
is already under way of its new 6.00 by 16 super- 
champion tire to retail at $13.95, ano of the stand- 
ard $12.40 for the same size. 


A new plastic material known as Versalite is 
being manufactured by United States Rubber Com- 
pany. This is light, tough, and is suitable for form- 
ing into irregular and compound shapes as large as 
five feet by ten feet. Company spokesmen state that 
the material will neither chip nor warp. 


The tanker fleet of Standard Oil Co. (New Jersey) 
currently numbers 133 vessels. This is believed to 
be more than adequate to transport all of the com- 
pany’s anticipated ocean-borne oil shipments from 
the Gulf of Mexico to United States East Coast 
ports during 1948. 
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According to J. E. Bassill, president, American 
Bemberg Corporation has developed a revolutionary 
process for continuous spinning which eliminates 
all handling of the yarn until completely purified 
and dried, and reduces the processing time subse- 
quent to spinning from days to minutes. 


Plans for the construction of a giant passenger 
liner, to cost an estimated $65,000,000, have been 
announced by United States Lines Company. The 
new ship will be the largest, fastest, and most effi- 
cient passenger vessel ever built in the United 
States. 


The International Division of Carrier Corp. re- 
ports contracts for air conditioning and process 
refrigeration equipment totaling several million dol- 
lars for six new rayon plants being built in various 
parts of the world. Two of the new mills are in 
India, the rest in South America. 


Free licenses have been granted by E. I. du Pont 
de Nemours & Co. to fifty paint and lacquer com- 
panies for the manufacture of a new metallic finish 
marketed as “Duco” metallic-chrome lacquer. The 
licenses provide for the use, sale, and process of 
manufacture. 


Cities Service Co. and the Mexican Government 
have signed a contract for the development of oil 
resources in Mexico. Properties embrace more than 
one million acres in northeastern Mexico, controlled 
by Cities Service before 1938. Exploration activities 
would be started at once. 


Application will soon be made by Texas Gas 
Transmission Corp. to build and operate an 800-mile 
26-inch gas pipe line from Carthage, Texas, to Mid- 
dletown, in southwestern Ohio. Plans are to have 
the line in operation vy the winter of 1949-50. De- 
liveries are expected to reach 275,000,000 cubic feet 
of gas a day. 


A new cigarette is on the market. It is called 
“Life” and is being introduced by a subsidiary of 
British-American Tobacco Co. It is longer than the 
regular size but shorter than the so-called king size, 
and is claimed to have a “wetproof” type of paper. 


Westvaco Chemical Corp., formerly Westvaco 
Chlorine Products, announces that construction 
would begin this month on its $4,000,000 electric 
furnace plant for processing phosphorus at Poca- 
tello, Idaho. The first furnace was scheduled for 
completion in 1949. 


P. Lorillard Co. has received ten of the 16 Golden 
Anniversary citations and “Certificates of Public 
Service” awarded by the Brand Names Foundation 
each year. The awards were given in recognition of 
national brand names which have served the puulic 
for 50 vears. 
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Whats Qhead por Busi? 


By E. 


Settlement of the four-week coal strike has narrowly averted 

a severe industrial crisis but some scars will remain for some 
time. Steel companies will feel the effects for several weeks 
more, and before output is 
¥ — to the pre-strike rate, 
the loss of steel may come 

lp close to one million tons. Ac- 
tual production loss during 
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the strike period was only 
mu @ half this total, but a similar 
additional loss is anticipated 


Ee until capacity operations are 
once more reached. It takes 








190 — time to build up coal stocks, 

and the miners’ return to 

7 work has been slow. Besides, 

180 banked steel furnaces can- 

not be put back into opera- 

~ an = over night—that too 
takes time. 

hn _ One result will be the 


speeding of a firm steel al- 
location system, of impor- 
tance to all steel consuming 
industries, coming as it does 
at a time when steel ship- 
ments for European aid also 
enter calculations. While in 
relation to aggregate an- 
nual steel production, the 
loss during the strike period 
was relatively small, it will 
nevertheless be badly miss- 
ed in our steel-starved econ- 
omy. And looming ahead is 
another show-down with Mr. 
Lewis on June 30 when the 
present work contract with 
the UMW expires. Another 
strike then would find indus- 
try far more vulnerable; its 
strike-depleted coal stocks 
can hardly be built up suffi- 
ciently to weather another 
walk-out of any length. Mr. 
Lewis, it seems, has Ameri- 
can industry over a barrel 
unless the Government and 
the courts take a more deci- 
sive stand that will preclude 
in July a repetition of what 
happened in April. 
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Meanwhile, since the cold war turned hotter, business has 
assumed a waiting attitude—pending crystallization of more 
definite developments which will clarify the economic trends 
over the nearer term. The theory is that stepped-up defense 
spending will take hold but slowly [unless something happens 
that will greatly speed matters), and in the meantime, existing 
‘soft spots” may deepen, with effects on price levels where the 
latter proved et Heer in the past. 


The probable temporary and selective nature of any such 
trend is recognized, as is the preponderance of inflationary 
elements in the type of defense economy that lies ahead. But 
the recent tendency towards deflation, even if reversed, will 
leave a number of cross-currents that are bound to influence 
business thinking at the present juncture, and despite the new 
stimulus. Hence the tendency to plan operations as close to the 
future as possible, to await more definite developments before 
taking a long-term stand, This applies particularly to retail 
trade where buying policies continue cautious. 

Elsewhere, too, despite firming tendencies in the overall price 
structure, there has been no particular buying rush except per- 
haps in metals. In short, no startling shifts anywhere in spite of 
the “‘new look’ of things. But once more, the future trend of 
‘new orders’ is becoming of basic significance, and so is that 
of inventories. Manufacturer's stocks in February moved up an- 
other $300 million, about the same as in January, to a total 
of $24.3 billion, with most of the gain in hard goods. On the 
other hand, manufacturers’ sales were about 5°, higher than 
in January, offsetting the rise in inventories. March figures, 
when they come, should be more revealing, and even more 
so those of April, if only to confirm the lack of any startling 
development—in turn reflecting the fact that the cold war 
(latterly turning hotter) is still a long way from engaging more 
than a small fraction of the national economy. 


Armament and Controls 


Anything beyond that is, at this juncture, definitely not in 
the mind of the Administration. If, nevertheless, inflation is 
once more frightening official Washington, it only goes to con- 
firm official awareness of the possibility of quick program 
changes—on the upside. In spite of this, business will not be 
stampeded into accepting controls until their need is definitely 
proved. So far it isn't! But expect more official pressure in this 
direction, in line with the latest request of the Council of Eco- 
nomic Advisers for “standby controls.”’ As long as the economy 
can absorb contemplated defense orders in its stride, Congress 
will be hard to convince, however. 


Business attitude in a nutshell: It believes, but still wants to be 
shown, that deflation has once again been postponed. Until 
convinced, it is likely to move cautiously. But regardless, a 
period of good business is seen ahead. 
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The Business Analyst 





MONEY AND CREDIT—Pressure for new bank credit con- 
trols is reappearing as a result of preparedness spending. The 
Reserve Board asked Congress to authorize an increase in re- 
serve requirements of Federal Reserve member banks, and also 
sought new power to set reserve requirements for non-member 
banks. However, ‘legislation giving the Reserve Board added 
authority is not likely at this session, despite the Board's warn- 
ing that its traditional powers to curb credit inflation are now 
“unusable.” Also the Board disclosed its intention to let short 
term interest rates rise possibly as high as 1!/2%, compared 
with current rate of 1!/g%, though adding that the suggested 
peak of 1!/% will not be reached in the foreseeable future. 
But at any rate, it opined that short term rates should not be 
boosted to an extent that would upset the 2!/2°%, rate for long 
term government bonds. 


TRADE—Department store sales in the week ended April 3 
were 12%, below sales in the corresponding week of last year, 
with New York City sales down 9%, reflecting the usual post- 
Easter decline in retail volume. Dollar volume of wholesale 
trade increased moderately, remaining close to the level of a 
year ago. Clearance sales of apparel were less prevalent than 
last year, with milder weather and Spring promotions helping 
to stimulate consumer buying. Sales of mail order and chain 
stores rose 17.9% in March against 13%, in February. 


INDUSTRY—Further reflecting the impact of the coal strike, 
our Business Activity Index (on a revised basis) during the week 
ended April 3 dropped to 163.4 from 165.1 in the preceding 
week. This compares with a high of 170.0 early in March. Coal 
production during the April 3 week was 2.1 million tons as 
against 2.1 million tons a week earlier and a pre-strike figure 
of 13.3 million tons. A further, but only nominal drop occurred 
in car loadings. Post-strike recovery is likely to be slow, due to 
the laggard return of miners to coal pits. Thus only gradual 
improvement in steel operating sslnibalee is indicated. 


COMMODITIES—Sharply lower prices for meats and live- 
stock were chiefly responsible for a fractional decline in average 
primary market prices. On the other hand, our Raw Materials 
Spot Index continued its gradual advance, standing at 158.7 
on April 10 as against 155.3 a week earlier and 151.7 on 
March 20. Lead prices were raised 2!/2¢ to 17.50 a pound at 
New York, marking the first price increase for this metal in 
many months. The advance immediately attracted substantial 
tonnages of foreign lead. Tone of metal markets continues firm, 
and so are most primary raw materials at this writing. Uptrend 
in hide prices appears to eliminate expected reduction in shoe 
prices, with an advance predicted instead. 





Steel Production—An operating rate of 71.3%, of capacity 
was scheduled for the week beginning April 12, compared with 
84.4%, for the preceding period. This is equivalent to output of 
1,285,200 tons compared with 1,521,300 tons weekly. While 
settlement of the coal strike will permit a higher rate hence- 
forth, no return to former near-capacity output appears pos- 
sible before ten days to two weeks, by which time it is hoped 
adequate coal stocks may have been accumulated. Steel ingot 
production for the first quarter was 22.0 million tons, a record 
output for the period in the industry's peace-time history, ac- 
cording to the American Iron & Steel Institute. March output 
was 7.6 million tons, highest monthly figure this year despite 
effects of the coal strike late in the month. 
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Paperboard production during the week ended April 3 
totaled 186,484 tons, a decline of 7,166 tons from the preced- 
ing week, but new orders showed a sharp rise and unfilled orders 
also gained. Demand once again is displaying the broad 
fluctuations evident earlier this year. Output curtailment for 
lack of coal, however, now apparently can be avoided. 

* * * 

Total Civilian Employment in the U. S. in March is esti- 
mated at 57!/, million or approximately the same as in Feb- 
ruary, with little change both in agriculture and in non-agricul- 
tural industries, but man-hours worked increased substantially 
due to better weather. Unemployment was estimated at 2.4 
million, not significantly changed from the February total. 

* * * 

Civil Engineering Construction Volume in the week 
ended April 1 set a new postwar record of $218.7 million, ex- 
ceeding the previous postwar high of $214 million in the first 
week of December, 1947, and the highest since the $304 mil- 
lion figure for the second week of November, 1942. While 
awards in the April 8 week declined to $93.8 million, the cumu- 
lative total of $1,737 million for the first 15 weeks of 1948 is 
20%, above the comparable figure of a year ago, according to 
Engineering News Record. 

* . * 

Distillers since removal of grain restrictions have been step- 

ping up operations markedly. In March they used 7.7 million 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago —_— Harbor 
MILITARY EXPENDITURES—Sb (e) | April 0.12 0.34 0.18 1.55 (Continued from page 89) 
Comvlotive from Mid-1940 — ne grain, a near-record for any 
FEDERAL GROSS DEBT—S$b April 5 252.5 254.0 257.8 55.2 peace-time March and 1.2 million bushels 
more than the industry consumed a year 
MONEY SUPPLY—Sb ago. The Department of Agriculture is back- 
Demand Deposits—94 Centers___ | Mar. 31 45.3 46.3 44.5 26.1 | ing legislation to restrict distillers’ monthly 
Currency in Circulati April 7 27.8 278 28.2 10.7 | grain use to 2.5 million bushels. 
Indicative of upward pressure on Auto= 
coe ool Mar. 31 8.6 10.1 9.95 4.26 | mobile Prices is the statement by Ford 
93 Other Conters—$b. Mar. 31 12.1 12.7 12.4 7.60 | Motor Co. that it will advance prices on its 
entire line of 1949 model cars. At the same 
PERSONAL INCOMES—Sb (cd3) | Feb. 207.1 211.4 «119.5 (102.0 | time, Bendix Home Appliances reduced 
Salaries ond Wages Feb. 126.7 128.217. 66.2 | prices on its automatic washers with the in- 
I Proprietors’ Incomes Feb. 51.7 54.5 45.9 22.8 | troduction of new lines. The reduction ex- 
laterest and Dividend Feb. 15.8 15.7 14.1 10.0 | ceeds 7%, at the retail level, or $19.55 per 
Transfer —nm,-. , > 11.0 Vt. 10.7 3.0 | unit, and illustrates the stiff competition cur- 
(INCOME FROM AGRICULTURE) | Feb. 23.5 266 21.3 10.1 seid going on in the automatic washer 
ield. 
Feb. 57.1 57.1 55.4 51.8 uN & ok 
yp maon a Seek ent = Feb. 6.8 7.1 6.5 8.8 Retail Merchants have embarked ona 
Employees, Menufastuing (fo)_| Feb. 15.7 15.8 15.5 13.8 multi-million dollar expansion program, 
Employees, Government (Ib)___ | Feb. 5.3 5.4 5.4 48 | backing - their conviction that future 
UNEMPLOYMENT—m (eb) Feb. 2.6 2.1 2.4 3.8 | growth and prosperity lies in the direction 
of the community or neighborhood store. 
FACTORY EMPLOYMENT (1b4) Jan. 157 158 153 47 Major New York City retailers are concen- 
Durable Goods __ Jan. 183 184 178 175 trating their expansion not only in the sub- 
Non-Durable Geeds Jan. 136 138 133 123 urbs but throughout the country, not only to 
FACTORY PAYROLLS (1b4) Dec. 357 345 306 198 get closer to customers but as a defense 
against population shifts. . 
* 
es ole nagi teagan rat 40.0 40.5 40.4 40.3 Personal Income dropped off to an an- 
eae Waa tenn) Feb. 128.7. 128.7. —«*:17.0 78.1 nual rate of $207 billion in February from 
Weekly Wage ($) ak 51.52 52.17 47.29 31.79 | $211.4 billion in January, according to the 
Commerce Department. Farm income, fall- 
PRICES—Wholesale (1b2) April 3 160.1 161.1 148.8 -92.2_| ing off with the February break in com- 
Retail (cdib) Jan. 190.3 188.4 =172.7, «116.2 | modity oo. was responsible for about 
two-thirds of the February overall decline. 
COST OF LIVING (1b3) Jan. 168.8 167.0 153.3 110.2 Wages and salaries also dropped as poor 
Read Jan. 209.7. 206.9 = 183.8 113.1. | weather and fuel shortages in the first half 
Clothing Jan. 192.1 191.2 179.0 «113.8 | of the month cut into the work week, cur- 
Rent Jan. 115.9 1154 1088 107.8 | tailed employment and lowered payrolls in 
durable goods manufacturing, particularly 
RETAIL TRADE—Sb the automotive industries. 
2 ; i 4.72 * * * 
wr osten (ed) = a oo ee 1.14 Department Store Sales in March ran 
elie ene Feb. 6.78 737 6.05 3.58 | ot 285°, of the 1935-39 average compared 
Dep't Store Sales (mrb) rata 0.70 136 0.58 ~©=0.40:| /With = Ne agp and 272%, a year 
Retail Sales Credit, End Mo. (rb2)_| Jan. 6.06 6.44 4.33 5.46 | 490. March sales volume of Mail Order 
and Chain Store Companies was $835 
MANUFACTURERS’ million against $708 million a year ago. 
New Orders (cd2)—Total Dec. 252 267 241 181 First quarter volume aggregated $2,126 
rae tee i 291 306 271 221 million compared with the year-ago figure 
Non-Durable Goods Dec. 228 244 223 157 of $1,939 million, or an increase of 15.6%. 
Shipments (cd2)—Total Dec. 3200329 276 104 Slab Zinc Production in March totaled 
Durable Goods Dec. 351 349 292 223 73,209 tons, an increase of 6,425 tons over 
Non-Durable Goods Dec. 300 315 266 158 February. Shipments amounted to 76,241 
| tons, a rise of 2,623 tons, while unfilled 
| BUSINESS INVENTORIES, End Mo. orders at the end of the month dropped 
Total—$b (cd) Dec. ae: ae 349 —-26-7_'| 10,614 tons to 61,610 tons, The upward 
Manufacturers’ Dec. 23.7 236 20.2 = 152 | trend in unfilled orders was reversed for the 
Wholesalers’ Dec. 7.5 14 nce 43 | first time since last October, but it is be- 
Retailers’ Dec. 10.0 10.9 vied 72 | lieved that urgent Government stockpile 
Dept. Store Stocks (mrb) Jan, 1.9 2.2 1.84 1.4 














needs and requirements for the arms pro- 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago —_— Harbor 
BUSINESS ACTIVITY—i—pc April 3 163.4 165.1 161.9 141.8 ram ma Hset bei d 
ech ' g y offset any progress being made 
SS te — 183.5 185.4 179-|___146.5 | jin satisfying customer demand. For the same 
INDUSTRIAL PROD.—1—np (rb) | Feb. 193 193 189 174 reason, Lead users, too, face tighter sup- 
Mining Feb. 155 155 146 133 plies. 
Durable Goods, Mfr. Feb. 226 228 222 141 * * * 
Non-Durable Goods, Mfr._____.| Feb. 179 177 176 141 Mortgage Money has been getting 
page Po hie April 3 380 383 385 379 serve Board has its way. The Board is press- 
Mdse. L. C. L. April 3 ii 116 124 156 ing an across-the-board crackdown on lib- 
Grain April 3 38 36 49 43 eral credit and it sees no reason to exempt 
ELEC. POWER Output (Kw.H.)m | April 3 5,037 5,065 4,780 3,267 mortgage money, convinced that inflation- 
— ary influences are still predominant in the 

SOFT COAL, Prod. (st) m April 3 + rf eae 10.8 | economy. For some time it has held that 
Gimtlative’tcom lan. | April 3 136.9 118.3 151.4 446 ° oe 
> ga . ——1 jon. 49.6 522 49.7 61.8 | liberal mortgage credit is one of the strong- 

’ - est inflationary forces. 
—(bbis. A ; 

i oe ga Dat " April 3 5.4 5.2 4.9 4.1 Wholesale Inventories, which have 
Gasoline Stocks pack a = = been rising steadily ever since last July, 
Fuel Oil Stocks , Abul : 32 31 31 55 pushed up to a new peak in February, with 
Heating Oil Stocks — | a sharp rise in durable goods stocks ac- 

LUMBER, Prod. (bd. ft.) m py 3 “ _ = , = , . counting for most of the increase. Due to the 
Stocks, End Mo. (bd. ft.) bs} 29: ‘ ; : : latest jump, wholesalers’ stocks at the end 

Mar. 7.61 6.94 7.30 4.96 | of February were $7.835 million, an esti- 

gp ott thar en r Mar. 22.0 14.4 20.9 74.7 | mated $201 million more than at the end 
of January. Sales followed the opposite pat- 

ore tae i ia April 8 94 218 125 94 tern and dropped off more than seasonally, 
aie 5 el ag April 8 1,737 1,643 1,483 5,692 by $1.096 million to $12.581 million, with 
re mince * aN soft goods groups leading the down slide. 

MISCELLANEOUS . * * & 

Paperboard, New Orders (st)t_..... _.| April 3 234 176 156 165 Daily average volume of Manufactur- 
Wood Pulp Stocks, End Month {ai} - a a B. aaa ers’ Sales, was some 5%, higher in Feb- 
U. S. Newsprint Consumption (st)t.. | Jan. 2 

Do., Stocks (mpt) End Month (st)t| Jan. 529 516457 523 i - _—— , although the fewer 
Pneumatic Casings Production—m.__| Jan. 7.8 8.0 8.5 4.0 working Gays during the month dropped the 
Anthracite Coal Production (st)m_ | Jan. 4.9 4.9 5.1 3.8 February total some $500 million. 





b—Billions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept. (Avge. Month 1939—100}. cd3—Commerce Dept., 
seasonally adjusted monthly totals at annual rate, before taxes. cdib—Commerce Dept. (1935-9—100), using Labor Bureau and other 
Data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted Index (1935-9—100). Ib—Labor Bureau. !b2—Labor Bureau 
(1926—100). !b3—Labor Bureau (1935-9—100). !b4—Labor Bureau, (1939—100). It—Long Tons. m—Millions. mpt—At Mills, Publishers, 
and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without Compensation for Population growth. po— 
Per Capita Basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. st—Short Tons. t—Thousands. 


THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 




































































No. of ——— 1948 Indexes —————— |_ (Nov. 14, 1936, Cl.—100) High Low Apr.3- Apr. 10 

Issues (1925 Close—100) High Low Apr.3  Apr.10 | 100 HIGH PRICED STOCKS... 84.05 = 75.27 83.1 83.9 

312 COMBINED AVERAGE ____ 134.0 119.0 132.7 134.0A 100 LOW PRICED STOCKS____ 161.3 135.10 158.8 161.3A 
4 Agricultural Implements _ 212.0 178.8 193.8 194.8 6 Investment Trusts _._...__—-s- 58.6 50.0 56.8 56.9 
11 Aircraft (1927 Cl—100)_ 318.5 134.3 181.5 181.6 3 Liquor (1927 Cl—1!00)____._ 747.7 637.7 714.4 734.8 
6 Air Lines (1934 Cl—100)__ 516.3 430.3 516.3A 512.0 ? Machinery SZ 136.8 153.7 155.7 
6A t 93.8 78.7 92.0 93.8A 3 Mail Order ___.._.._...._..... 100.8 89.8 98.8 100.5 
13 Automobile Accessories __. 201.5 171.1 190.5 192.9 3 Meat Packing ____———s«s'082.8 92.0 100.3 101.2 
12 Automobiles _. 38.4 31.4 34.2 34.5 13 Metals, non-Ferrous 171.2 138.0 163.9 171.2A 
3 Baking (1926 Cl—!00)_.._-:118.9 16.4 17.1 ¢7.3 4 Paper 41.3 34.1 38.1 39.2 
3 Business Machines _.____._ 267.2 224.7 240.6 251.5 24 Pekoleun, «2922 199.5 220.2 229.1 
2 Bus Lines (1926 Cl—100)____ 149.3 133.4 138.9 143.4 19 Public Utilities __._ ===> —«s1'08.7 97.8 102.5 104.5 
5 Chemicals ee Serene 221.6 244.3 244.8A 5 Radio (1927 Cl—1!00).__ 20.8 17.6 20.8A 20.7 
ZCOdl MINING) sscccccces NTS 14.7 16.1 17.1 8 Railroad Equipment 61.9 52.9 58.3 58.4 
4C ication 47.1 42.3 47.1A = 47.1 24 Railreads 23.3 20.5 22.7 23.1 
14eiGonstroction: se |6 642 56.6 60.7 61.2 3 Realty 23.9 21.1 22.8 22.6 
7 Containers 323.3 287.1 307.8 309.5 2 Shipbuilding _____ 136.1 102.3 133.8 136.1B 
9 Copper & Brass_____ 109.3 92.0 108.6 109.3A 3 Sott Drinks —... .., 506.5 431.2 431.2e 435.6 
2 Dairy Products 58.8 50.7 54.6 55.2 (4 Stace? & Iron... BIO 96.2 99.9 100.3 
5 Department Stores 61.7 53.9 58.2 59.8 3 Sugar 50.5 44.8 47.3 47.5 
6 Drugs & Toilet Articles. 172.4 149.8 165.2 166.2 2 Sulphur 240.2 206.6 235.9 240.2A 
2 Finance Companies 2217 199.4 214.4 214.8 5 Textiles 140.0 118.9 133.5 133.7 
Fihode GrOnd6 ee. FES 152.8 163.1 164.7 > Vices & Rubbers 313 27.5 29.3 29.3 
2 ‘Food Stores OTS 59.7 61.8 62.1 6 Tobacco 69.3 62.4 65.3 65.7 
3 Furniture 80.8 70.9 78.9 77.4 2 Variety Stores _.._ >-_si3'1 9.5 286.9 302.4 307.6 
3 Gold Mining _.___ ss 7582. 1 694.2 707.6 708.1 17 Unclassified (1947 Cl—1!00) 100.8 90.0 96.3 97.8 





New HIGH since: A—1947; B—1946; C—1945. New LOW since: a—1947; b—1946; e—1944. 











APRIL 24, 1948 91 























Trend of Commodities 





Latest official crop report for the winter wheat crop sug- 
gested a yield of 860 million bushels, about 21 million bushels 
more than the December | estimate and due almost entirely 
because abandoned acreage was below expectations. The 
estimate makes it practically certain that tes portion produc- 
tion this year will be the third largest in history. If spring wheat 
plantings produce the estimated 272 million bushels, total 
wheat pl oe would bring the crop to 1,132 million bushels, 
compared with 1,365 million bushels last year and 1,153 million 
bushels in 1946. Final outcome, however, remains uncertain, 
owing to the small growth since seeding the winter wheat crop. 
On the whole, the estimate was smaller than expected, but 
sufficiently large to justifv increase in the official wheat export 
goal by 50 million bust Is or more, which still leave some 100 
million bushels at the wid of the crop year. Wheat prices re- 


acted bullishly on the crop report. Corn also was firmer following 
official report that farm stocks totalled 849 million bushels, 
smallest since 1937 and about as low as the trade had ex- 
pected. Cotton futures continued to move into higher ground, 
with the greater strength in nearer deliveries. Principal factor 
was the export outlook, following signing of the ERP bill, and 
reports that the $60 million credit for Japan for the purchase 
of American cotton is expected to be approved soon. Lard 
prices were on the upgrade, selling at the highest levels in over 
two months on buying induced by strength in vegetable oils 
and expectations that passage of the ERP legislation would be 
followed by larger Government purchases of cash lard. Some 
express the belief that congressional action on the oleomar- 
garine tax may have considerable influence on lard and vege- 
table oils, should the tax be removed, which is at best uncertain. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2Wk. I'Mo. 3Mo. 6Mo. 1 Yr. Dec.6 
Apr.12 Ago Ago Ago Ago Ago 194! 
26 Besic Commodities ___._ 319.6 317.8 315.5 353.8 334.8 318.2 156.9 
If Imported Commodities_ 274.9 275.7 274.0 297.9 301.5 288.9 157.5 
17 Domestic Commodities 352.4 348.4 345.7 395.5 358.4 338.8 156.6 
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14 Raw Materials, 1923-5 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1948 1947 1945 1943 1941 1939 1938 1937 
High _____ 163.6 164.0 95.8 92.9 85.7 783 65.8 93.8 
Low 150.6 126.4 93.6 89.3 743 61.6 575 64.7 
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Date 2Wk. IMo. 3Mo. 6Mo. 1Yr. Dec.6 
Apr.12 Ago Ago Ago Ago Ago 1941 
7 Domestic Agriculture — 365.7 370.1 367.0 426.0 391.1 340.4 163.9 
12 Foodstuffs 394.3 396.4 388.5 458.0 420.7 381.9 169.2 
16 Raw ladustrials 272.1 268.8 267.6 285.6 279.2 277.3 148.2 
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Average 1924-26 equais 100 


1948 1947 1945 1943 1941 1939 1938 1937 


High _____ 168.63 175.65 106.41 96.57 84.60 64.67 54.95 82.44 
Low . woo 144.24 117.14 98.96 88.45 55.45 46.59 45.03 52.03 
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Around the World: 


with JOHN LYONS 








| that the European Recovery Plan has 
been enacted by Congress and is rapidly being put 
into effect, it is well to remember some of the basic 
features underlying the effort that is expected to 
pull Western Europe out of the morass of postwar 
stagnation and strengthen it against political ag- 
gression from the East. This effort, first of all, 
is to be a joint effort. The achievement of European 
recovery depends upon two fundamental accomplish- 
ments: (1) The maximum of self-help and mutual 
cooperation of the Europeans themselves; and (2) 
the provision of necessary supplemental assistance 
from outside sources, notably the United States. 
ERP enactment has paved the way for the latter. 
In Europe, too, the sixteen participating nations 
have embarked upon their part of the program, 
including such measures as fullest possible develop- 
ment of production, rehabilitation of equipment and 
transport, steps toward greater internal monetary 
and economic stability, and cooperation to reduce 
trade barriers. 


Progress in Production 


Perhaps most marked has been the progress in 
the field of production where achievements appar- 
ently have been greater than commonly assumed. 
This is particularly true of France where output 
of consumer goods has made great strides. If, never- 
theless, surface evidence of this is less impressive, 
it is largely due to the fact that a good deal of 
production is being hoarded, reflecting continued 
lack of confidence in the franc. This trend may 
slacken as further economic improvement takes 
place under the stimulus of ERP. In fact, there is 
good reason to expect that reports of the economic 
position and prospects of most ERP countries may 
now soon become more optimistic, after a tendency 
to exaggerate difficulties before ERP enactment. 

In Britain, too, industrial production is progress- 
ing, as evidenced by new highs in steel and coal pro- 
duction. On the other hand, the export target for 
the end of 1948, based on assumption of timely 
ERP help, has been reduced from 160% of the 1938 
average to 150%, due to “saturation” of certain ex- 
port markets, import restrictions by other countries 
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and production cuts in some fields because steel is 
still not in adequate supply. 

Least satisfactory has been progress in the cur- 
rency field. French devaluation has brought few 
concrete benefits, if any. Rather, establishment of 
a free gold market with amnesty for former illegal 
gold hoarders, and the blocking of 5,000 franc notes 
with penalty against holders of legal tender, has 
aroused considerable animosity and done nothing 
to revive confidence in the franc. Popular distrust 
is not confined to currency alone but extends to 
bank accounts and Treasury bonds as well, hence 
the universal urge to hoard goods! Lack of success 
of the French currency moves is reflected by the 
black market quotation for the franc which after 
dipping from 350 francs to the dollar to 305 francs 
when the free market in dollars was established, has 
again risen to 370. And as a corollary, a new wave 
of rising prices looms. 

The pound sterling, too, remains a very sick cur- 
rency, and continues to contribute to the distortion 
of European trade. Pressure for sterling devalua- 
tion is mounting, and unwilling Britain is accused 
of sacrificing the interests of what remains of free 
Europe to those of the British Commonwealth. 

Altogether, results produced so far by the 16 
ERP countries towards establishing currencies 
freely convertible into each other (which would 
enormously aid inter-European trade) have been 
greatly disappointing. The situation calls for urgent 
solution, starting with determined steps of the re- 
spective countries to bring their financial houses 
in order, but political expediencies militate against 
quick or effective action at this time. Possibly im- 
plementation of the ERP will help matters, as it 
will ease the foreign exchange position of Western 
Europe, and to that extent may enable the various 
governments to bring their monetary trends more 
in conformity with those of other participating na- 
tions. Without constructive currency measures, 
ERP can hardly promise the expected success. 


ITO Sets Up Charter 


After many months of deliberation, representa- 
tives of over fifty nations (Please turn to page 96) 
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Blueprint for a United 
Europe 





(Continued from page 73) 


do, but by convincing them of 
the great need for cooperation, 
political, military and economic. 
Otherwise, especially if the pro- 
posals originating here are im- 
practical, we may find that the 
Europeans resent our interfer- 
ence. One may conclude with the 
words of Foreign Secretary 
Bevin: “The extent of the collab- 
oration of. the remaining free 
countries of Europe will deter- 
mine the future peace and the 
prosperity of the world.” This is 
only too true. But while the steps 
so far undertaken are construc- 
tive and may eventually form a 
blue print for a United Europe, 
realization of this ideal is still a 
long way off. 





Investment Audit of 
Eastman Kodak 





(Continued from page 79) 


million despite the fact that dur- 
ing 1946 and 1947, cash and mar- 
ketable securities were reduced 
by $44.4 million because of out- 
lays for additions and improve- 
ments. Even so, at the end of last 
year, cash items or their equiva- 
lent amounting more than $70 
million came close to equalling 
total current liabilities of $79.8 
million, attesting to an impregna- 
ble financial position. While a cur- 
rent ratio of 2.5 is entirely sound, 
it is not as wide as in 1940, when 
it was 4.1. 

Inventories of $91 million car- 
ried at.the end of 1947, while 
about three times higher than 7 
years earlier, are only slightly 
greater in proportion to sales. 
The accumulation of large quan- 
tities of raw materials alone, in 
anticipation of expanded opera- 
tions, would rationally account 
for the slight percentage increase. 
During 1947, Eastman restored 
to its asset column about $4.5 
million representing recoveries of 
foreign properties formerly 
charged off on its books, and as 
an offset credited contingency re- 
serves accordingly. This latter ac- 
count was further enlarged by a 
transfer of $9.5 million from tax 
reserves, but reduced again by a 
transfer of $15 million to earned 
surplus, leaving the final balance 
at $12.4 million. 


94 


As for earnings, Eastman re- 
ported a net of $43.1 million last 
year, to raise total net profits 
achieved since the company’s in- 
corporation above the $748 mil- 
lion mark. At this point it is in- 
teresting to note that from 1902 
through 1947, the company dis- 
tributed $16.7 million in the form 
of preferred dividends, $515.4 
million to its common stockhold- 
ers and retained $133.2 million, 
after writing off nearly $20 mil- 
lion of goodwill and patents and 
transferring $44 million to com- 
mon stock account. Since this rec- 
ord has been established through 
consistently profitable operations 
over a period of more than 45 
years, it is assuredly unique. 

Operating margins of the com- 
pany during 1947 widened slight- 
ly, though remaining narrower 
than during immediate prewar 
years. In war years these margins 
expanded rather sharply, but 
heavy taxes more than offset this 
advantage. Net profit margins 












Balance Sheet Items 
Dec. 27, 1947 
(000 omitted) 
Change 
from 

ASSETS 12/28/40 
| ane ee $ 37,573 +§$ 7,025 
Marketable securities 32,848 + 14,587 
Receivables, net ......... 39,177 + 26,124 
Inventories ................... 91,057. + 61,030 
TOTAL CURRENT 

ASSEMS: 35.2 2o 200,657 + 99,767 
Plant and equipment 273,645 + 117,095 
Less depreciation... 129,535 + 59,520 
Net property —........ 144,110 + 57,575 
Other assets ................ 15,078 — 11,249 
TOTAL ASSETS ......$359,845 +$146,093 
LIABILITIES 
Accounts payable 

and accruals ........... $ 34,292 +$ 27,706 
Reserve for taxes... 38,695 + 27,116 
Other current 

liabilities 0... 6,902 + 699 
TOTAL CURRENT 

LIABILITIES 79,889 + 55,521 
Reserves ... 16,742 — 9,464 
rab 129,965 + 24,760 
Surplus ...... = 433267 + 78,277 
TOTAL LIABILITIES..$359,845 +$146,093 
Working capital.......... $120,768 +$ 44,246 
Current ratio ................ 2.5 — 16 




















since the elimination of excess 
profit taxes have tended to im- 
prove, and that’s what counts 
more with investors. In 1947 
these showed as 12.2%, slightly 
under the previous year but com- 
pared with an 11 year average of 
12.1%. Considering that East- 
man has held its prices down to 
a level only 16% above 1939, that 
its payrolls and employee benefits 
soared to an extent of $28 million 


last year, and that material costs 
were much higher, it is evident 
that final net earnings were emi- 
nently satisfactory. 

An outstanding feature of 
Eastman Kodak’s progress dur- 
ing 1947 was its decision to in- 
crease the number of its author- 
ized shares from 2.5 million with 
no par value to 20 million with 
$10 par, followed by a5 for 1 stock 
split. Prior to this step the shares 
at periods had commanded a price 
of more than 200 and at their 
peak in 1946 sold above 260, thus 
placing them beyond reach of the 
average investor. The shares are 
currently selling around 44, or 
very close to the level of a year 
ago on an adjusted basis. 

Reference to the operating sta- 
tistics will reveal the exceptional 
stability of net earnings and divi- 
dends achieved by Eastman dur- 
ing the past 11 years. The record 
way back to 1902 would tell much 
the same story. The slight up- 
trend in dividends during the last 
four years has hardly kept. pace 
with the gain in earnings. Divi- 
dends equal to $1.55 per share 
paid during 1947 were rather 


conservative in relation to report- - 


ed net earnings of $3.46. Thus far 
in 1948, 55 cents per share was 
paid on January 2, and 35 cents 
on April 1, there being no estab- 
lished rate. At a recent price of 
44 for the shares and on a basis 
of 1947 dividends, the yield would 
be around 314%, not very attrac- 
tive at today’s yield rates but at- 
testing to the very high regard of 
conservative investors for this 
prime equity. 

Before long it is possible that 
Eastman’s net earnings may re- 
flect benefits derived from its 
large expansion program, in 
which event the long established 
volicies of the directors to treat 
stockholders liberally could bring 
somewhat larger dividends and 
moderately higher prices for the 
shares. For the long pull, East- 
man shares deserve a spot in 
portfolios where assured income 
is the main factor, with apprecia- 
tion speculative potentials accord- 
ed less weight except over the 
longer range. 





Outlook for Drug Companies 





(Continued from page 81) 


during the near term. Develop- 
ment of new products and ag- 
gresive research policies have 
stimulated the company’s growth, 
and should be reflected in larger 
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sales and profits as time goes on. 
Merck last year arranged to bor- 
row $5 million at 134%, repay- 
able in 1952, in order to com- 
plete its expansion program, but 
had used only $3 million of the 
credit at the beginning of 1948. 
A current ratio of 3.8 attests to 
a strong financial position. 

Abbott Laboratory shares, re- 
cently selling around 69, are quot- 
ed about 18 points below their 
1947 high of 8714. Although net 
earnings of this concern dipped 
slightly during 1947, this did not 
deter the directors from supple- 
menting the regular 50 cents 
quarterly dividends with extras 
in every period. Aggregate divi- 
dends of $3.25 per share were 
paid last year, easily covered by 
net earnings equal to $5.46 com- 
pared with $5.79 in 1946. Prob- 
ably accounting for Abbott’s re- 
duced earnings in 1947 was its 
uncompleted $15 million expan- 
sion program, largely involving 
its food division. From now on, 
output from these new facilities 
should expand sales and reverse 
the earnings trend. The com- 
pany’s impressive growth and 
dividend record since 1926 lend 
the shares both investment and 
speculative appeal. 

Another strong drug manufac- 
turer with earnings largely de- 
rived from ethicals is American 
Home Products. Its division in 
the proprietary field, however, 
experienced a drop in sales last 
year when pipelines became well 
filled. Higher costs also adverse- 
ly affected profits in the com- 
pany’s production of certain 
household specialties. Considering 
American Home Products fine 
record for more than two decades 
past, it seems likely that 1948 
will bring higher operating effi- 
ciency to offset larger costs. At 
recent price of 24, the shares seem 
to have fully discounted the lower 
earnings reported last year. Their 
top price in 1947 was 3414. The 
monthly dividend rate of ten 
cents per share appears ade- 
quately secured, and as this con- 
cern enjoys an unbroken divi- 
dend record since 1926, its shares 
have semi-investment quality. 

Parke Davis, a specialist in 
production of ethical drugs, is 
strongly entrenched not only in 
domestic markets but in foreign 
fields as well. Export sales ac- 
count for about 30% of this con- 
cern’s volume, and in view of the 
strong demand for the company’s 
products from every direction, the 
outlook for 1948 is most encour- 
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U. S. CAMERA—1948 
(The years finest photographs) 

The demand for a compact yet com- 
plete history of the world has never 
been greater, and U. S. CAMERA 
ANNUAL has, as in recent years, por- 
trayed the world in all its moods and 
phases. This year, the successful for- 
mat introduced in the 1947 edition is 
continued and expanded to provide 
greater coverage of history in-the- 
making. A complete and accurate re- 
view of the year’s events is given in 
eloquent pictures, and carefully supple- 
mented by a complete textual history. 
Presented on the pages of this edition, 
which is tremendous in both its size and 
scope are every major event and many 
of the less important. Here are just a 
few of the big features. 

Volume 1. NEWS 
The United Nations, Veterans’ Affairs, 
Atomic Energy, Texas City Disaster, 
Palestine Situation, Aviation, Crisis in 
France, Religion, Japanese Recovery, 
Labor Unrest, Greek Tragedy, Housing 
Shortage, India, Hughes Investigation. 

Volume II. Fine Pictures 
India by Margaret Bourke-White, 
Death Valley by Ansel Adams, Donner 
Pass by Will Conell, Study by Val 
Sarra, Steichen by Henri Cartier-Bres- 
son, Driftwood by Fritz Henle, Court 
of Altar, by Huene, Rollers by Schnall, 
Manchester by Jabocs, Study by Horst, 
Self Portrait by Halsman, Fisherman 
by Bristol, Mold by Abbot and sundry 
other remarkable shots by the world’s 
finest photographers. 
U. S. Camera 


RUFINO TAMAYO 
By Robert Goldwater 


(With 8 color plates, 80 collotype reproductions 
and 23 additional text illustrations.) 


Rufino Tamayo is widely considered 
to rank among the giants of contem- 


$5.95 


porary Mexican Painting yet until now 


no adequate exposition of his art has 
appeared in print. Tamayo’s complex 
and powerful idiom is here considered 
first against the colorful background of 
the Mexican Renaissance out of which 
it grew, and secondly in relation to the 
dominant strains of contemporary 
European painting; for Tamayo’s Art, 
unlike that of his colleagues, drew 
knowingly upon the French school, and 
in turn has become a vital force in 
modern painting. 

Robert Goldwater, author of the de- 
finitive ““Primitivism in Modern Paint- 
ing” and editor of the popular Artists 
on Art, comes to this long-needed task 
eminently equipped. Among the subtle- 
ties of a great artist’s technique and 





the complexities of post-abstract art, 
he moves with great sureness, provid- 
ing an analysis at the same time lucid 
and penetrating. 

A rare splendid book. 


Quadrangle Press $15.00 


MAKE YOUR LIFE WORTH WHILE 
By Emmet Fox 

Here are stepping stones to Power— 
the real source of all things that exist, 
which, when contacted, may be used to 
transform itself into health, into true 
prosperity, into insipration or into any 
other unmet need. 

This book, as its three predecessors: 
The Sermon On .The Mount, Power 
Through Constructive Thinking, and 
Sparks of Truth, shows that anyone 
may obtain for himself this unseen, 
spiritual Power, give it a chance to 
“come through,” as the author says. 

Here, in a single volume, are hun- 
dreds of very brief,, pointed messages 
which indicate some of these stepping- 
stones to Power. Each one is ideally 
adapted to odd-moment reading and 
most conductive to spiritual growth. 
Harper & Bros. $2.00 


GERMANY—BRIDGE OR 
BATTLEGROUND 
By James P. Warburg 

Now, as never before in our history, 
the future welfare of every American 
family rests upon decisions to be made 
by our government in the field of for- 
eign affairs. No democratic government 
can be expected to develop a wise for- 
eign policy, nor to execute firmly any 
foreign policy, unless that policy is 
rooted in the soil of informed public 
opinion. 

Europe is the focus of the foreign 
problem, and Germany is the key to a 
European solution. 

This book provides the historical 
background which the ordinary citizen 
needs to understand the German prob- 
lem. It shows why Four-Power occupa- 
tion has thus far been a failure and 
what needs to be done to redeem that 
failure. It offers the reader “yardsticks 
for the future”’—yardsticks by which 
he may measure the volume of what- 
ever steps are proposed or taken. Yard- 
sticks by which he may reach an inde- 
pendent judgment as to whether one 
policy is tending to make Germany a 
bridge between East and West, or a 
battleground. The value of this book 
is enhanced by the inclusion of an ap- 
pendix containing the original texts of 
documents relevant to the making of a 
peace with Germany. 

Illustrated with maps 
Harcourt, Brace and Company 


$3.50 
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aging. To keep abreast of back- 
log orders, Parke Davis has sub- 
stantially enlarged its facilities, 
which will tend to sustain and in- 
crease its activities in the stable 
markets it exploits. The reputa- 
tion for quality built up by this 
concern has enabled it to main- 
tain an unbroken dividend record 
since 1878. 

Although higher costs in 1947 
narrowed profit margins some- 
what, and net earnings declined 
to $2.13 per share from their 
1946 level of $2.73, the quarterly 
dividend of 35 cents per share 
appears hardly threatened. A $10 
million revolving credit assures 
completion of the expansion pro- 
gram and maintenance of ample 
working capital. Since the shares 
sold at a high of 43 during 1947, 
their current price around 29 ap- 
pears relatively modest, while the 
long dividend record adds invest- 
ment attraction. 

The leading domestic producer 
of household temedies and pro- 
prietary items is Sterling Drug 


Company. Diversification into the - 


ethical drug field was achieved in 
1945 by the purchase of Winthrop 
Chemical Co. The company does 
a large and growing business 
here and in Latin-America, and 
its long term record has been ex- 
cellent. 1948 volume and earnings 
should be well maintained, in part 
due to completion of a $2.5 mil- 
lion aspirin plant last fall. Ster- 
ling has paid dividends continu- 
ously since 1902, and of late has 
distributed a liberal share of 
earnings. The shares of this con- 
cern sold as high as 63 in 1946 
and at a peak of 49 last year. 
Their recent price of 36, in con- 
trast, seems very reasonable. 

Home remedies bearing the 
name of Vick Chemical have be- 
come so popular that this concern 
has established a favorable rec- 
ord for stability of sales and 
earnings. Production of ethical 
drugs, fine chemicals, vitamins, 
hand creams and_ veterinary 
items also serves to keep volume 
and profits on a.satisfactory level. 
Vick shares quoted around 25 
provide a fair yield of 6%, and 
as this concern has rather well 
marked growth potentials, ele- 
ments of speculative attraction 
are also present. 





Around the World 





(Continued from page 93) 
meeting at Havana finally ap- 
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proved, on March 23, a Charter 
for an International Trade Or- 
ganization under the United Na- 
tions, providing a code for world 
trade aimed specifically at remov- 
ing some of the shackles that 
have restricted international com- 
merce. The long-delayed signing 
of the Charter has evoked little 
excitement or enthusiasm. Had 
it come a year ago or sooner, it 
would undoubtedly have been ac- 
claimed as a great achievement. 
But in the present unsettled state 
of the Charter has evoked little 
of international affairs, it has all 
the earmarks of just another in- 
ternational agreement that in the 
end may mean very little if any- 
thing. 





End of Financial Deflation 
Inevitable? 





(Continued from page 67) 


development of greater stability 
with supply and demand current- 
ly balanced at prices generally 
somewhat above official support 
levels. Thus the bond price de- 
cline has apparently come to an 
end, and thereby the rise in yields 
which has been flattening out. 
The recent firmness of bond 
prices (and preferred issues) ap- 
pears to represent the develop- 
ment of greater confidence in the 
prospect of maintenance of rea- 
sonably stable long term interest 
rates around current levels, with 
seemingly little expectation of 
any further hardening in rates 
except perhaps of the certificate 
rate which may be allowed to 
move from 112% to 1144,.%. Even 
the latter may be unlikely until 
the authorities have had more 
time to study general economic 
conditions and the probable ef- 
fects upon it of enlarged Gov- 
ernment spending. 


If the high levels of demand 
and production are maintained 
and particularly if prices should 
rise further, it seems probable 
that the forces underlying the re- 
cent rise in money rates will con- 
tinue. Business will still require a 
substantial volume of outside fi- 
nancing, and _ individuals will 
want to borrow more to finance 
the purchase of homes and dura- 
ble goods. The volume of state 
and local government issues will 
continue sizeable to pay for con- 
struction projects and further 
veterans’ bonuses. Foreign credit 
requirements, too, will be large. 


On the other hand, savings avail- 
able for investment may decline 
further, and certainly cannot be 
expected to increase substanti- 
ally. The total result should be a 
continued demand for bank fi- 
nancing which in turn may pro- 
mote further selling of Govern- 
ment securities by banks to bol- 
ster reserves. Inevitably this 
would make for revival of pres- 
sure against bond market pegs. 

Under foreseeable conditions, 
however, it can be taken for 
granted that the Government will 
want to keep interest rates no 
higher than at present levels and 
such a policy, if followed through 
by Federal Reserve bond price 
pegging, cannot but portend fur- 
ther inflation to the extent that 
it increases the money supply. 

Coupled with the effects of in- 
creased Government spending, 
one can readily envisage a 
train of developments that may 
strengthen the case for additional 
Federal Reserve authority to in- 
fluence banking conditions. Al- 
ready there appears less confi- 
dence that important new bank 
regulations may not be asked 
eventually. While the “Eccles 
idea” of special bank reserves re- 
mains a rather dim prospect, 
larger cash reserve requirements 
are coming in for a good deal of 
discussion as a possible means of 
fighting the revival of credit in- 
flation. And there is always the 
possibility that Treasury short 
term borrowing rates (as previ- 
ously indicated) and the redis- 
count rates of Federal Reserve 
Banks may be moved up another 
notch. In all these respects, the 
outcome of current hearings of 
the Joint Economic Committee of 
Congress on the need for new 
credit controls may throw more 
light on what to expect. 





The Chemical Industry— 
As It Looks to World 
Leadership 





(Continued from page 77) 


($2.96 a share against $2.92 in 
1946) was attributed in part to a 
strike of several weeks’ duration 
in the Bridgeville, Pa., plant as 
well as to higher costs of material 
and labor which could not be 
passed on to customers. It is not 
unusual in some chemical lines 
for manufacturers to negotiate 
long term contracts for sale of 
staples that impose hardships in 
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Abbott Laboratories 


NORTH CHICAGO, ILLINOIS 


Manufacturers of Fine Pharmaceutical, Biological 


and Chemical Products since 1888 


An Unbroken Record of Dividend 
Payments since Abbott Laboratories 
Stock was first listed on the 


New York Stock Exchange. 


UAL DIVIDENDS PAID* 


zb 1929 $2.42 


1938 $).70 
1937 $2.10 
1936 $2.07° 
1935 $2.45' 


1934 $2.50 
1933 $2.00 
1932 $2.12 
1931 $2.50 
1930 $2.00 


* On basis of total number of shares outstanding at close of each year. 


1943 $2.00 
1942 $1.90 
1941 $2.15 
1940 $2.15 
1939 $2.05" 


Common stock, no par value: 1,869,907 shares outstanding 


NO BONDED INDEBTEDNESS 


1947 $3.25 
1946 $2.87° 
1945 $2.20 
1944 $2.20° 


1. 1935—33'%4 & stock dividend 

+ 1936—3-for-1 stock split 

- 1939—5% stock dividend and rights 
- 1944—rights voted 


urs &© WN 


- 1946—2-for-1 stock split and rights 


NO PREFERRED STOCK 











periods such as last year. Air Re- 
duction was hampered in the 
same manner, and this accounted 
for the comparatively poor show- 
ing early in 1947. Establishment 
of new sources of production of 
industrial gases enabled the com- 
pany to make a better showing in 
later months, but higher freight 
rates boosted distribution costs 
on heavy cylinders in which gases 
are shipped. 

Despite uncertainties over 
costs, principal concerns are ad- 
hering to the practice of quoting 
firm prices on long term con- 
tracts. Some of these require as 
much as six months or a year in 
giving notice of price increases. 
Adjustments then are made for 
any substantial rise in costs. In- 
creases on contracts for this year 
naturally have been put into ef- 
fect to compensate for permanent 
advances in raw materials and 
wages, but generally manufac- 
turers make no attempt to anti- 
cipate wage increases. 

Accordingly, if the pattern of 
1947 is repeated, with another 
round of wage increases approxi- 
mating 8 to 12 per cent, many of 
those companies producing nar- 
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row-margin basic materials may 
have to be content with smaller 
margins in the latter part of the 
year. On the other hand, more ef- 
ficient production will be avail- 
able for some concerns if there 
should be a slackening in demand 
that would. permit a shut down 
of older production facilities in 
favor of modern low-cost plants. 

Any noteworthy slackening of 
demand, in most chemical divi- 
sions, is however difficult to visu- 
alize over the nearer term. In most 
lines, demand still exceeds supply ; 
inventories of producers are quite 
small; and new products and new 
uses are constantly being de- 
veloped. Additionally, prospects 
point away from the mild busi- 
ness recession indicated only a 
few weeks ago; instead, the out- 
look is for a continued high level 
of overall industrial activity that 
in itself should sustain chemical 
operations around current high 
rates. 

With additional new plants 
coming into operation, the trend 
of production and sales should 
remain eminently satisfactory, 
and profits should improve to the 
extent that costs of materials re- 


cede or are covered by price ad- 
justments, more likely the latter. 
There are few industries which 
do not require chemicals for their 
own operations; feeding Ameri- 
can industry as a whole with es- 
sential raw materials and prod- 
ucts should keep the chemical in- 
dustry profitably busy in the pe- 
riod ahead. 

The stock market has displayed 
its customary cautious attitude in 
appraising chemical shares as 
well as other industrials, but ex- 
cept for minor interruptions, 
chemical stocks have performed 
better than the average, showing 
greater resistance to selling pres- 
sure during periods of general 
market declines. The promise of 
long term growth arising from 
the development of new products 
and markets has always appeal- 
ed to investors and continues to 
do so. The historically abnormal- 
ly low price-earnings ratios at 
which the stocks of many com- 
panies have been selling in the 
past is the result of market con- 
ditions primarily that tend to- 
wards more sober appraisal of 
corporate earnings generally at 
a time when a larger portion of 
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earnings must be retained by 
management because of the high 
cost of doing business and the 
substantial increase in cost of 
plant expansion and improve- 
ments, all of which may make for 
relatively conservative dividend 
policies. 

Nevertheless, for the long term 
investor, selected chemical shares 
constitute desirable holdings not 
only because of their growth 
characteristics but also for their 
generally defensive characteristics 
in any adjustment period, which 
makes for a good measure of in- 
come stability. 





Happening in Washington 





(Continued from page 68) 
restore some of the cuts he dictated, 
is about to have his knuckles rap- 
ped by his own party. Taber has 
not been friendly to ERP expen- 
ditures. The overwhelming sup- 
port the republican party gave 
to the program hasn’t moved him 
particularly ; he has announced he 
will be in no hurry to bring on 
appropriations (he’s chairman of 
the ways and means committee). 
He’ll be overruled, funds will be 
speeded. 


Which Securities Under 
Preparedness? 








(Continued from page 65) 
bright earning potentials may be 
further enhanced by the pre- 
paredness program. Oil shares ac- 
cordingly look more inviting than 
ever. 

In like manner, another sec- 
ondary beneficiary would be the 
country’s numerous transporta- 
tion systems. Freight revenues of 
the railroads to some extent 
should reflect a moderate in- 
crease, or at least stabilization of 
traffic when the flow of raw mate- 
rials, parts and finished goods is 
stepped up. Passenger traffic, 
both by train and by air, should 
tend to expand, although on no 
scale comparable to those during 
the war. At that, every dollar of 
new revenues that the railroads 
can attract will be just that much 
to the good. 

Along the same lines, it can be 
rationally assumed that capacity 
volume of the steel industry will 
be fully assured as a result of the 
preparedness program. And in a 
broad manner, the enlarged Gov- 
ernment spending will inject new 
strength into the entire economy, 
stimulating a wide range of en- 
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terprises from retail stores to 
movies and liquor. 





Companies Where Product 
Diversification Is An Asset 





(Continued from page 83) 

The situation of Food Ma- 
chinery is interesting from the 
aspect of product diversification. 
For years past ,this concern has 
been consistently broadening its 
activities at the production end, 
although it has stuck rather 
closely to the specialized fields 
which it serves. As a result, the 
company’s growth has been con- 
sistent and, with the sole excep- 
tion of 1932, profitable on a gen- 
erally incfeasing scale. Progress 
has been marked by acquisition 
of many small concerns that fitted 
well into rounding the company’s 
over-all activities. 

Among a few of the innumer- 
able items now produced are 
equipment for packing fruits and 
vegetables, canning machinery, 
insecticides, spraying and dust- 
ing equipment, pumps, fruit pit- 
ters, hay makers, car washers, 
tractors and fog fire fighters. As 
these and other products are 
manufactured in plants scattered 
all over the country, over-all sales 
are maintained on a fairly as- 
sured basis, as the wide variety 
of products finds markets almost 
everywhere. Since Food Ma- 
chinery’s earnings record for 
twenty years past has shown con- 
sistent profits, except in one year, 
and dividend payments have ben- 
erally trended upwards during 
the later periods, considerable 
credit for this performance can 
be allotted to the many different 
items produced. 

Lack of orders during lean 
times in prewar induced many 
automobile parts manufacturers 
to embark upon large scale diver- 
sification programs. The plants 
in this field in reality constituted 
huge machine shops, equipped 
with presses and all kinds of ma- 
chine tools that could be rather 
easily used in the production of 
almost any kind of durables. 
Hence some of these concerns 
have substantially broadened 
their activities, with consequent 
benefits to their over-all volume 
and earnings stability. 

Borg-Warner is a good example 
of the trend. In addition to a com- 
prehensive line of automobile 
parts, this concern manufactures 
aircraft accessories, special steels 
for the agricultural implement 
industry, Norge electric refriger- 


ators, electric and gas ranges, 
washing machines, utility units, 
porcelain counters and cabinets. 
The company operates six distinct 
divisions and of total sales, al- 
most half are derived from non- 
automotive items. During the 
1941-46 period, net earnings were 
exceptionally stable with a range 
of $3.20-$3.84 per share, rising 
sharply to $8.28 in 1947 when 
demand for most of the com- 
pany’s products soared to boom 
time proportions. While the busi- 
ness is still sensitive to cyclical 
influences, its diversification is a 
stabilizing factor. 

Now that Pullman, Inc. has 
disposed of its sleeping car busi- 
ness, it has lost a division that 
had materially helped to stabilize 
earnings over a long period of 
years. Although now possessed 
of more working capital than it 
can readily use, despite its huge 
car manufacturing business, it 
faces the possibility of greatly 
reduced activity in this field in 
any future depression years. 

But the farsighted manage- 
ment of Pullman as long ago as 
1944 took steps to enter an en- 
tirely different field through the 
acquisition of M. W. Kellog Com- 
pany for around $18 million. This 
subsidiary specializes in research, 
manufacturing and engineering 
in the petroleum-chemistry fields, 
and is doing a large business. 
Additionally it makes welded 
steel vessels for industrial uses 
and has recently developed some 
highly efficient textile machinery. 
Profit margins are satisfactory 
on this class of business and Kel- 
log is so well entrenched that its 
profits may substantially bolster 
those of the parent concern and 
conceivably lend a degree of sta- 
bilization to them. 

Aveo Manufacturing Company, 
some years ago (then called Avia- 
tion Corporation) confining its 
activities to aircraft manufactur- 
ing and air transport, now oper- 
ates eight divisions that have im- 
pressively changed and broadened 
its undertakings. Avco still owns 
about one-fifth interest in Con- 
solidated-Vultee Aircraft Corpo- 
ration and makes aircraft engines 
in its Lycoming division, but far 
more importantly derives reve- 
nues from its other divisions or 
affiliates. Refrigerators and 
radios made by Crosley, agricul- 
tural equipment produced by New 
Idea, steel sinks by another sub- 
sidiary, furniture, industrial and 
home heating units, frozen food 
products and motor buses all lend 
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variety to the company’s numer- 
ous products and contribute to its 
revenues. Aside from these inter- 
ests, Avco owns 21% of the stock | 
of American Shipbuilding Com- 
pany. 

For the year ended November 
30, 1947 Avco reported net earn- | 
ings of about $6.9 million on sales | 























Gnarled little runt, or gorgeous ruddy giant—what a 
vast difference there is in apples! The finest repre- 
sent high scientific care and attention to every factor 
leading to perfection. Especially, the correct 

and adequate use of modern fertilizers. Many of 
these are compounded with potash—often with Sun- 

| shine State Potash, a product of New Mexico, 

and an outstanding soil nutrient that protects 

| crops against the effects of plant diseases and 

| drought, and provides greater soil fertility. 


of $105 million, against $1.5 mil- 
lion and $52.7 million respectively 
in 1946. While it is impossible to 
say just what proportions were 
derived from the company’s di- 
verse activities, it is clear that on 
balance the total results showed 
improvement, possibly due to con- 
trol acquired by Atlas Corpora- 
tion last year. 

Under current high level indus- 


But agriculture is not the sole user of potash. 
Potash serves industry, too. For potash is an 
essential factor in the manufacture of glass, 
matches, soap, black powder, drugs, high-octane 
gasoline and various other chemicals. 





trial activities throughout the 
country, Budd Company is enjoy- 
ing above average prosperity be- 
cause of its varied output. While 
strikes and materials shortages 
caused a deficit of $1.45 per share 
in 1946, the company had a 
smoother path in 1947 and re- 
ported profits equal to 97 cents 
per share. Budd makes automo- 
bile wheels and bodies for Gen- 
eral Motors, Chrysler, Ford, In- 
ternational Harvester, Nash and 
Studebaker, and has been receiv- 
ing large orders from these 
sources. Then this same concern 
is one of the largest producers of 
stainless steel railway passenger 
cars, and is now doing a record 
business in this division. Besides 
which the company produces sev- 
eral other specialties. During 
many prewar years, Budd often 
incurred deficits and was in the 
marginal class, but presently it 
seems to be reaping the rewards 
of its diversification policies and 
should continue to progress. 
Electric Boat Company’s net 
earnings for 1947 declined to 37 
cents per share compared with 
$1.98 in the previous year, but 
the showing might have been 
slightly worse, had not product 
diversification helped in the pic- 
ture. This leading producer of 
submarines naturally was left 
with a considerable void in the 
way of Government orders at the 
end of the war, aside from repair 
work and an occasional order for 
another undersea craft. But as 
the company progressed with 
plans to diversify its activities, 
its outlook began to broaden. 
Manufacture of pleasure boats, 
printing presses, fabricated steel, 
bowling pins, and aircraft by a 
Canadian subsidiary have helped 
to fill the gap in its main activi- 
ties. The comparative earnings 
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cited above fail to reveal the true 
picture, for sales during 1947 
rose to $26.9 million against 
$14.3 million in 1946, and if it 
had not been for a tax credit in 
the earlier year, net earnings 
during 1947 would have shown 
an uptrend rather than the re- 
verse. During 1948 it is quite pos- 
sible that further improvement 
will be achieved, as production 
gets into its stride. 


Firestone Tire & Rubber Com- 
pany’s record peacetime expan- 
sion in sales and stable profits 
for the past two years has been 
substantially aided by the diversi- 
fication of its activities. The 
company operates over 700 retail 
stores that distribute not only its 
long line of rubber products but 
such items as_ refrigerators, 
paints, and many other items, 
some of which are made by the 
parent concern and some bought 
from outside sources. Then Fire- 
stone operates several textile 
mills and is a leading producer of 










plastics 


barrels, 
and other chemical products. Al- 
though tires and tubes are its 
main source of revenue, volume 
is bolstered a good deal by these 
additional items. 


stainless steel 





For Profit and Income 





(Continued from page 85) 

Kresge 

There is not much interest in 
Kresge, which is why the stock 
can be bought to advantage if 
you want a good and secure in- 
come return. It operates 635 
stores in 26 states of this country 
and 61 in Canada, with sales of 
over $270 million last year. Con- 
tinuous dividends have been paid 
since 1913, and for a good many 
years they have been generous in 
relation to earnings. Net was 
$3.79 a share last year, against 
all-time peak of $4.00 in 1946. 
The profit margin is not greatly 
above normal. Probably some- 
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where between $3.60 and $3.90 
a share is a fairly good bet for 
this year, well in excess of the 
$2.25 in dividends paid last year. 
On this basis the stock, around 
37 yields just over 6% return. It 
is a “quiet” stock, but neverthe- 
less sold over 20% above the 
present level in 1946. 


Doehler-Jarvis 


This one, with nothing of fast 
action indicated, acts like a bull- 
market stock on a long term 
basis. Its 1946 bull market high 
was 37%. That was slightly bet- 
tered last year at 3914. This 
year’s high to date was 3754 and 
current price is around 35. Strong 
support has repeatedly been met 
at 28 to 29 on the largest marekt 
sell-offs of the last two years or 
so. The company is a large maker 
of die castings from aluminum, 
zine or magnesium; and of hard- 
ware for automobiles and other 
consumer’s durable goods items. 
The die casting volume is subject 
to further long term growth. This 
was an early 1945 merger which 
has worked well. Combined dol- 
lar volume set a new all-time 
peak last year; and so did earn- 


ings at $5.98 a share. Prospects 
for 1948 appear excellent. The 
dividend, only $1.6214 for 1947, 
should be subject to some in- 
crease. The stock, much of the 
total of 1,042,642 shares being 
closely held, is not particularly 
active. 





As I See It! 





(Continued from page 57) 


inexpensive and indirect methods 
but further success would require 
a tremendous military and eco- 
nomic effort for which Russia is 
ill prepared or equipped. Not only 
because her industry—backbone 
of any military effort—is weak and 
disrupted, but also because she 
needs time to digest the huge ter- 
ritorial gains that have fallen to 
her by virtue for former military 
and political conquest. 


Behind the iron curtain, in con- 
quered or suppressed satellite 
countries, things are far from set- 
tled or peaceful; in the event of 
war, opposition would quickly 
rear its head. In all likelihood, 
war would let loose for Russia a 
Pandora’s box of troubles that 
might seriously jeopardize any 
chance of success. Besides which 
there must be acute awareness in 
the Kremlin that in the long run, 
any such conflict must inevitably 
end to Russia’s disadvantage be- 
cause she can never hope to defy 
our industrial power for any 
length of time. 


A Long Range View 


The leaders in the Kremlin, if 
anything, are realists. Rather 
than risk war and eventual de- 
feat, they may be prone to bide 
for time. Thus not only talk of 
war but also talk of any settle- 
ment with Russia at this time 
may prove equally unrealistic. 
She may prefer to continue on 
her course of inexpensive and in. 
direct attack, of nerve war and 
pin-pricks, but the scope of such 
a course will be steadily narrow- 
ed as our counter-policies become 
effective. Strength, firmness and 
patience on our part may yet 
prove superior to blustering, and 
faced with power and unity in the 
West, the day will come when 
Russia may welcome a settlement 
on terms acceptable to us. The 
road may be long and far. from 
easy, but the greater our deter- 
mination, the more assured will 
be our ultimate success. 





The Effect on our Economy 





(Continued from page 62) 


In appraising the possible ef- 
fects of the limited program, it 
is well to remember the basic 
fact that in this program—apart 
from aircraft and perhaps ship- 
building—,men are the key to im- 
mediate strategy, not munitions 
which won’t be needed now. De- 
mand for the latter will remain 
small, limited chiefly to token or- 
ders, though this could change in 
the months to come, especially if 
lend-lease is revived. But any ex- 
pansion of the now proposed pro- 
gram is bound to impart a sharp- 
er meaning to the present more 
casual planning. 


Even without the latter, mar- 
kets and prices will be strength- 
ened, since the mere prospect of 
more armament may lead to a 
scramble for goods and materials. 
Further war scares, if they oc- 
cur, are likely to intensify this 
trend. Tight spots will be inevi. 
table, notably in steel, oil and 
other strategic materials, along 
with certain production bottlenecks 
that may hamper civilian output. 
The question is how far the Gov- 
ernment will go in setting up new 
controls to meet such situations. 
Congress, and business, will be 
reluctant to accept new restric- 
tions unless their need is actually 
proved. 


This is particularly true of the 
field of credit where impacts may 
be pronounced. Injecting addi- 
tional billions in the economy 
with no offsetting civilian goods 
production to absorb the aug- 
mented income will naturally fan 
inflationary fires, as it intensifies 
the pressure of demand on supply. 
In the case of an expanded arma- 
ment program, more goods and 
labor will be diverted to arma- 
ment, and the purchasing power 
thus created will add to the in- 
come stream, increasing the dan- 
ger of resurgence of inflation 
which only a few weeks ago we 
thought was on the decline. 


Controls for Equilibrium 


To maintain economic equilibri- 
um, a larger and more costly re- 
armament program _ therefore 
would inevitably call for re-impo- 
sition of more drastic controls to 
avoid run-away inflation. It 
would also compel curtailment of 
output of certain civilian indus- 
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PROFIT FROM MARKET UPTURN 


HE recent market upsurge was, we believe, the initial phase of the major advance forecast by our technical 
and basic barometer. 


Now ... this sharp rebound must be digested as the market balances the stimulus of huge government 
spending and other bullish forces against the various problems to be solved . . . and weighs the prospects 
for the individual companies. This period of consolidation will, as always, produce major opportunities 
for capital appreciation. 


22 Securities With Outstanding Potentials 
Are Now Being Recommended 


These 22 securities are most favorably situated fundamentally and marketwise . . . have unusually large 
earnings positions yet are now selling at levels that would make them bargains even at half their present 
earnings . . . output, demand, earning power and dividends indicate sustained upmoves and substan- 
tially higher prices. 
Of these issues, 7 are Low and Medium-Priced for Large Percentage Profits; 8 for Dy- 
namic Advances plus High Dividends; 7 for Assured Income with Appreciation . . . see 
enclosed announcement. These securities will be continuously supervised in accordance 
with The Forecast’s high standards and tradition for your protection and profit. 


You Will Be Advised When to Buy and Sell 
—To Use Your Capital to the Best Advantage 





























“em ] MEASURING MARKET SUPPORT In addition to our skilled security selection for your 
= adel Etats ot etiigs Prices 280 profit and income, you will be advised when to buy 
bee 260 and when to sell . . . when to contract or expand your 

240 position. 
~ You will have the benefit of our sound market judg- 
ak i ' 2 tnt by YomcooeeBine Pee, ” ment which kept Forecast subscribers highly liquid 
FEB. MAR. during the 20 point decline from October 20 to March 








First “BUY” Signal Since Early Last Summer 
This signal is of primary importance as interpreted 


in Forecast Service . . . for this indicator signaled the the current upturn and the major opportunities in the 
1946 break and the 1942 recovery. Charted weekly, it 


will give you a continuous picture of the market. making. 


16. Our expert timing will help you capitalize fully on 


This Is The Time To Act! We suggest that you enroll today to secure our list of 22 securities and additional 
selections as opportunities crystallize . . . as the largest profits are always made in the early stages of a 
major turn. 


We look forward to serving you. Mail the coupon below to receive Forecast Service at this decisive time 
and over the important months ahead. 


























) LC. Cl eS SS FREE SERVICE TO JUNE I, 1948 en Seas ee a See ee ae ee 
e - 
at oupon I +24 

I THE INVESTMENT AND BUSINESS FORECAST ; 
/ ] of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 
oday J l I enclose (J $50 for 6 months’ subscription; [] $75 for a year’s subscription. 
I (Service to start at once but date from June 1, 1948) 
MONTHS’ 50 I SPECIAL MAIL SERVICE ON BULLETINS 
SERVICE l Air Mail: (1) $1.00 six months; [) $2.00 ) Telegraph me collect in anticipation of 
| one year in U, S. and Canada. or ngs — Se — ae Je 
Special Delivery: ( $3.50 six months; when to buy and when to sell. 
] MONTHS' $75 | LC] $7.00 one year. 
SERVICE , 
: : City a ee 
Complete service will start at j 
once but date from June 1. I Name 
Subscriptions to The Forecast i 
are deductible for tax purposes. | Address = 
1 Your subscription shall not be assigned at List up to 12 of your securities for our 
any time without your consent. initial Analytical and Advisory Report. 
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Great Neck 
“Kings Point’ : 





On 4 beautiful acres expensively 
landscaped, this charming Medi- 
terranean Villa contains 5 sunny 4% 
family bedrooms, 5 large baths, % 
servants quarters. In addition to % 
a lovely entrance hall, there is a 


large living room with fireplace, &% 


panelled library, den, loggia, 


* dining room, breakfast room, x 
y, 
solarium, pantry and kitchen. In- m 


direct heating system fired by oil. 
% At $60,000 the property offers ex- 
4 cellent value. Inspection anytime 
<¢§ and immediate possession if & 


desired. m 


YK ¥ 
% y 
$ KELLIE SMITH : 
§ = «160 Middle Neck Road 
Tel. Great Neck 6320 x 

¥) 
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tries by enforced diversion of pro- 
ductive facilities to the filling of 
war orders (with narrower prof- 
it margins). It would almost cer- 
tainly mean a squeeze in the sup- 
ply of new automobiles, of new 
housing, of fuels and of numerous 
lesser items. And it may again 
boost living costs, only recently 
promising to turn downward. It 
would further tighten the labor 
supply as diversions to the Arm- 
ed Forces would gain in impor- 
tance. And as we all know, when 
employers have to bid for labor, 
wages go up. 


Factor of Plant Expansion 


The limited armament program 
holds no such threats, nor any 
justification for a return of con. 
trols to war-time magnitude or 
anything resembling it. After all, 
the billions of dollars of new in- 
vestment in plant and equipment 
of the past two years is beginning 
to yield results, minimizing even 
the threat of bottlenecks except 
in isolated cases such as metals. 


In view of the splendid produc- 
tion job that American industry 


has done since the war’s end, 
there is every reason to believe 
that the now contemplated added 
requirements. of the armament 
program can be readily satisfied 


without re-imposing war-time 


curbs. 


Unquestionably, the switch 
from the “cold war” to a “warm 
war” has changed the complexion 
of things but just what this 
change means is not too clear to 
business interests until they have 
a more precise idea of the scope 
of spending intended in the nearer 
future. While some feel that an 
era of sharper competition is at 
hand in many lines regardless of 
preparedness developments, the 


general impression is that the: 


postwar boom will continue and 
that the long-awaited readjust- 
ment has again been postponed. 
This especially once current pro- 
jections begin to turn into actual 
orders. 


‘Money on Line”’ 


However, the new optimism 
generated will assume real glow 
only when “money is put on the 
line,” just as it would fade a 
good deal if things should take on 
a more serious hue, for there is 
widespread conviction that if 
there is a “next time,” there will 
be fewer profits in war. But the 
prospects of full-scale war still 
look rather remote. Nor is it at 
all certain that we shall be forced 
into the “faction stage” of our de- 
fense program, though limited 
preparedness may have to be 
maintained for a considerable pe- 
riod. Developments beyond that 
depend on foreign developments 
which are unpredictable. 


Purely from a business stand- 
point, developments so far have 
been salutary. The prospect of re- 
armament undoubtedly has pre- 
vented a good deal of inventory 
liquidation that we otherwise 
might now witness in the course 
of a transition from a seller’s to 
a buyer’s market in many lines. 
In view of this, the timing of the 
new defense spending assumes 
some importance; any delay 
might not be without effects. Bus- 
iness and markets therefore will 
keep a weather eye on Washing- 
ton. The new urgency that has 
seemingly entered the congres- 
sional debate may clarify mat- 
ters sooner than we think. 


The greater confidence display- 
ed by securities markets since 
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proposal of the new armament 
program rests of course in the 
hope that the selective business 
recession that developed in recent 
weeks will be cushioned and per- 
haps reversed by the defense pro. 
gram, and that it will be possible 
to hold the latter short of large 
scale industrial mobilization, call- 
ing for additional taxation and 
government controls. This expec- 
tation appears to dominate the 
current business outlook as well 
as investment thinking generally, 
and anything in the future that 
will tend to change this line of 
thinking is bound to find prompt 
market reflection. 


It must be pointed. out, how- 
ever, that it will be difficult to 
draw a line between just limited 
preparedness and a larger pro- 
gram; the former has a way of 
merging into the latter, just as 
experience in the last war has 
shown that once the “go ahead” 
signal is given for military pro- 
curement, the expenditure rate 
can increase at unexpected speed. 
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PLYWOOD 
What it is—What it does 


By Louis H. Meyer 

Advertising and Sales Counsel; Formerly Field 

Research Director, United States Plywood 
Corporation 


Authoritatively covering the compo- 
sition, structure and mechanical charac- 
teristics of plywood and kindred lami- 
nates, this manual provides you with a 
complete, concise picture of why, when, 
where and how to use plywood to best 
advantage. 


The various types of plywood are dis- 
cussed and illustrated with emphasis 
placed on their applicability, superiority, 
limitations and manufacturing processes. 
Included are valuable data on wood 
species, as well as a comprehensive anal- 
ysis of various bonding agents used in 
the manufacture of plywood and allied 
products. 


Industrial designers, engineers, archi- 
tects, builders, woodworkers, purchasing 
agents, and others, will find in this book 
the answers to most of their technical 
questions involved in the industrial man- 
ufacture and practical application of 
plywood. 


McGraw-Hill $3.50 
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INSIDE U. S. A. 
By John Gunther 

Inside U.S.A., the fourth volume in 
the spectacularly. successful “Inside” 
series, continues Mr. Gunther’s bold 
and unique attempt to map the known 
political world of today. Inside U.S.A. 
follows closely the pattern of its fa- 
mous predecessors —except that the 
range is greater, the detail more pro- 
lific. Mr. Gunther explored every nook 
and cranny of all 48 states; he talked 
to everybody; and now he has put it all 
down for a whole nation to read. There 
has never been a book on America like 
this one. No one has ever even at- 
tempted the same kind of thing. What 
Gunther does is to show this country 
to itself, examining it state by state. 

Everywhere he went, he asked two 
or three main questions, like “Who 
runs this community?” or “What 
makes this state distinctive?” He in- 
spects our fabulous nation, a continen- 
tal mass now for the first time a ma- 
ture world power, with an eager and 
discerning eye. What are the dominant 
trends, problems, influences? What 
basically makes power—political power, 
economic power, social power—in the 
United States ? 

As Inside Europe was, in a way, a 
study of nationalism, and Inside Asia 
of imperialism, so Inside U.S.A., lack- 
ing nothing of the sweep and penetra- 
tion of its predecessors, is a study of 
democracy in action, an exploration of 
the many and complex forces at play 
in the United States of America today. 

After his first three “Inside” books— 
Inside Europe, Inside Asia and Inside 
Latin America, which sold over 1,100,- 
000 copies in the United States and 
were translated into 10 foreign lan- 
guages, it was inevitable that Mr. 
Gunther would tackle this—the biggest 
and most vital job of all—a book on 
his own country. Written out of an ex- 
cited sense of discovery, with tremen- 
dous zest and instinct for essentials, 
and enlivened with both fabulous and 
veracious anecdote, this is, in every 
Sense, a great reporter’s magnum opus. 
Harper Bros. $5.00 


“BEHIND THE IRON CURTAIN” 
—an expression coined by Winston 
Churchill might well be the title of the 
greatest mystery story of our age. 
The mystery of Russia’s activities in 
the cities that Churchill named—War- 
saw, Berlin, Prague, Vienna, Budapest, 
Belgrade, Bucharest and Sofia—is main- 
tained by taut censorship, by secret 
police, by terror, by threats of arrest, 
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torture or deportation for slave labor 
to those men and women “Behind the 
Iron Curtain” who may be discovered 
talking with American newspapermen. 

No newspaper reader can evaluate 
the daily dispatches from the cities 
“Behind the Iron Curtain” without un- 
derstanding the problems and pressures 
that confront American correspondents 
who battle discouraging odds to keep 
you informed. 

You will read the news with a new 
understanding and appreciation after 
you have travelled with George Moorad 
“Behind the Iron Curtain.” 

Fireside Press, Inc. $3.00 


SLASH THOSE TAXES 
By Daniel E. Casey and William P. Helm 


Daniel E. Casey, one of the leading 
Washington tax experts for the past 25 
years, tells why taxes are so confusing 
and serious a problem today, and why 
they should be cut. The chief reasons, he 
argues, are that the tax laws are mis- 
chievously conceived by politicos and 
badly administered by bureaucrats. Over- 
lapping, they are enough to drive the 
average citizen out of his mind. One of 
the few results of America’s present 
complicated and bewildering tax struc- 
ture, Mr. Casey points out, is that one 
out of every ten Americans is supported 
by taxes. 

This book is, to say the least, out- 
spoken, and itis filled with astonishing 
facts about taxes. It is bound to add its 
considerable weight of analysis and evi- 
dence to the highly important contro- 
versies about taxes that will be carried 
on during the big election year of 1948. 
Duell, Sloan & Pearce, Inc. $2.00 


THE SILENT PEOPLE SPEAK 
By Robert St. John 


Robert St. John, who told about the 
war-torn Balkans in From the Land of 
Silent People, went back last year to that 
nervous trouble spot, penetrated the iron 
curtain, and came back with the exciting 
story, The Silent People Speak. 

In Belgrade, St. John found the job of 
UNRRA inspiring, the attitude of our 
State Department disappointing, and 
the work of foreign correspondents mad- 
deningly frustrating. The city itself was 
much the same as when the German 
bombs were slaughtering the population, 
but the people were changed, both in ap- 
pearance and outlook. 

But Belgrade is only part of Yugo- 
slavia; the real story of the country lay 
with the people in the remote interior. 
With the help of Anita, an interpreter, 
St. John went to the back country of 
Serbia, Croatia, Slovenia, Macedonia, 





es DIVIDEND NOTICES 


DEBENTURE: The regular quarterly 
dividend of $2.00 per share on the De- 
benture Stock will be paid May 1, 1948, 
to stockholders of record April 26, 1948. 
“A” COMMON and VOTING COM- 
MON:A quarterly dividend of 20 cents 
per share on the ‘‘A’’ Common and Vot- 
ing Common Stocks will be paid May 
15, 1948, to stockholders of record 
April 26, 1948. 

A. B. Newhall, Treasurer 


Dewnioon Mlanufacluring So 


Framingham, Mass. 

















COLUMBIA PICTURES 
CORPORATION 


aN The Board of Directors at a 
=e > meeting held April 9, 1948, 
declared a quarterly dividend 

of $1.06%4 per share on the 

$4.25 Cumulative Preferred 

Stock of the company, pay- 


able May 15, 1948, to stock- 
holders of record May 1, 
1948. 
A. SCHNEIDER, 
Vice Pres. and Treas. 

















NATIONAL CONTAINER CORP. 


On April 12, 1948, a regular quarterly dividend of 
30¢ per share was declared on the Common Stock 
of the National Container Corporation payable 
June 10, 1948 to stockholders of record May 15, 


1948. 
Harry GINSBERG, 
Treasurer 








NATIONAL CONTAINER CORP. 


A -egular quarterly dividend of $0.296875 was 


declared on the 434% Cumulative Convertible 
Preferred Stock of National Container Corpora- 
tion, payable May 3, 1948, to stockholders of 


record April 19, 1948. : 
iets Harry GINSBERG, 
Treasuret 











3osnia, and Montenegro, to get the real 
story of Yugoslavia. Together they trav- 
eled through a section of the Balkans 
that no tourist ever visits. It was the 
winter of 1947, and they rode through 
the country in an open jeep or in un- 
heated freight cars, sleeping in the open 
and in peasant cottages. 

Everywhere they met the people of 
the New Yugoslavia, people who looked 
years older than their real ages but who 
had survived successive waves of would- 
be conquerors. The people of the country 
remembered Robert St. John with affec- 
tion because of his sympathetic story of 
the Balkans at war, and they spoke to 
him freely of their hopes for the future. 

THE SILENT PEOPLE SPEAK is an 
eloquent personal story, combining dra- 
matic on-the-spot reportage with a sure 
feeling for the people and their problems. 
Doubleday $4.00 
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The Mathieson Alkali Works (Inc. ) 


is NOW 


‘Mathieson (hemical Corpor ation 


CE tablished in 1892 for the manufacture of 
alkalies, the original company has since broad- 
ened its scope of activities to include other chemi- 
cals and related specialties. The new name 
more adequately describes the wider field of 
operations in which Mathieson is NOW engaged. 
Mathieson Chemical Corporation, 60 East 42nd 
Street, New York 17, N. Y. 


Caustic Soda ---: Soda Ash .-+ Bicarbonate of Soda. -~ Liquid Chlorine - -- Chlorine 
Dioxide --- Ammonia, Anhydrous & Aqua-:* HTH Products - - - Dry Ice --° Carbonic 
Gas.-° Sodium Chlorite Products - * * Sodium Methylate- 
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@ CSC announces plans to spend close to tory and an entirely new pilot plant for micro- 
$2,000,000 for major expansion of its research _ biological investigations. 

facilities at Terre Haute, Indiana. The pro- These increased research facilities will en- 
gram, now under way, calls for more than able Commercial Solvents to continue the ex- 
doubling the size of the present research build- pansion and diversification of its activities— 
ing. Also on the construction schedule are a to make familiar products better and new 


large addition to the pharmacological labora- _ products possible. 


COMMERCIAL SOLVENTS CORPORATION + 17 EAST 42nd STREET -. NEW YORK 17, N. Y.! 








